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FOREWORD 
(ay) 


= ROYAL COMMISSION on Electoral Reform and Party Financing 
was established in November 1989. Our mandate was to inquire into 
and report on the appropriate principles and process that should gov- 
ern the election of members of the House of Commons and the financ- 
ing of political parties and candidates’ campaigns. To conduct such a 
comprehensive examination of Canada’s electoral system, we held 
extensive public consultations and developed a research program 
designed to ensure that our recommendations would be guided by an 
independent foundation of empirical inquiry and analysis. 

The Commission’s in-depth review of the electoral system was the 
first of its kind in Canada’s history of electoral democracy. It was dic- 
tated largely by the major constitutional, social and technological 
changes of the past several decades, which have transformed Canadian 
society, and their concomitant influence on Canadians’ expectations 
of the political process itself. In particular, the adoption in 1982 of the 
Canadian Charter of Rights and Freedoms has heightened Canadians’ 
awareness of their democratic and political rights and of the way they 
are served by the electoral system. 

The importance of electoral reform cannot be overemphasized. As 
the Commission’s work proceeded, Canadians became increasingly 
preoccupied with constitutional issues that have the potential to change 
the nature of Confederation. No matter what their beliefs or political 
allegiances in this continuing debate, Canadians agree that constitutional 
change must be achieved in the context of fair and democratic pro- 
cesses. We cannot complacently assume that our current electoral 
process will always meet this standard or that it leaves no room for 
improvement. Parliament and the national government must be seen 
as legitimate; electoral reform can both enhance the stature of national 
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political institutions and reinforce their ability to define the future of our 
country in ways that command Canadians’ respect and confidence and 
promote the national interest. 

In carrying out our mandate, we remained mindful of the impor- 
tance of protecting our democratic heritage, while at the same time bal- 
ancing it against the emerging values that are injecting a new dynamic 
into the electoral system. If our system is to reflect the realities of 
Canadian political life, then reform requires more than mere tinkering 
with electoral laws and practices. 

Our broad mandate challenged us to explore a full range of options. 
We commissioned more than 100 research studies, to be published in 
a 23-volume collection. In the belief that our electoral laws must meas- 
ure up to the very best contemporary practice, we examined election- 
related laws and processes in all of our provinces and territories and 
studied comparable legislation and processes in established democra- 
cies around the world. This unprecedented array of empirical study 
and expert opinion made a vital contribution to our deliberations. We 
made every effort to ensure that the research was both intellectually 
rigorous and of practical value. All studies were subjected to peer 
review, and many of the authors discussed their preliminary findings 
with members of the political and academic communities at national 
symposiums on major aspects of the electoral system. 

The Commission placed the research program under the able and 
inspired direction of Dr. Peter Aucoin, Professor of Political Science 
and Public Administration at Dalhousie University. We are confident 
that the efforts of Dr. Aucoin, together with those of the research coor- 
dinators and scholars whose work appears in this and other volumes, 
will continue to be of value to historians, political scientists, parlia- 
mentarians and policy makers, as well as to thoughtful Canadians and 
the international community. 

Along with the other Commissioners, I extend my sincere grati- 
tude to the entire Commission staff for their dedication and commitment. 
Ialso wish to thank the many people who participated in our sympo- 
siums for their valuable contributions, as well as the members of the 
research and practitioners’ advisory groups whose counsel significantly 
aided our undertaking. 


AR xp ap 
Pierre Lortie 
Chairman 
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Tle ROYAL COMMISSION'S research program constituted a compre- 
hensive and detailed examination of the Canadian electoral process. 
The scope of the research, undertaken to assist Commissioners in their 
deliberations, was dictated by the broad mandate given to the 
Commission. 

The objective of the research program was to provide Com- 
missioners with a full account of the factors that have shaped our elec- 
toral democracy. This dictated, first and foremost, a focus on federal 
electoral law, but our inquiries also extended to the Canadian consti- 
tution, including the institutions of parliamentary government, the 
practices of political parties, the mass media and nonpartisan political 
organizations, as well as the decision-making role of the courts with 
respect to the constitutional rights of citizens. Throughout, our research 
sought to introduce a historical perspective in order to place the con- 
temporary experience within the Canadian political tradition. 

We recognized that neither our consideration of the factors shap- 
ing Canadian electoral democracy nor our assessment of reform 
proposals would be as complete as necessary if we failed to examine 
the experiences of Canadian provinces and territories and of other 
democracies. Our research program thus emphasized comparative 
dimensions in relation to the major subjects of inquiry. 

Our research program involved, in addition to the work of the 
Commission’s research coordinators, analysts and support staff, over 
200 specialists from 28 universities in Canada, from the private sector 
and, in a number of cases, from abroad. Specialists in political science 
constituted the majority of our researchers, but specialists in law, 
economics, management, computer sciences, ethics, sociology and 
communications, among other disciplines, were also involved. 
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In addition to the preparation of research studies for the 
Commission, our research program included a series of research sem- 
inars, symposiums and workshops. These meetings brought together 
the Commissioners, researchers, representatives from the political par- 
ties, media personnel and others with practical experience in political 
parties, electoral politics and public affairs. These meetings provided 
not only a forum for discussion of the various subjects of the 
Commission’s mandate, but also an opportunity for our research to be 
assessed by those with an intimate knowledge of the world of politi- 
cal practice. 

These public reviews of our research were complemented 
by internal and external assessments of each research report by per- 
sons qualified in the area; such assessments were completed prior to our 
decision to publish any study in the series of research volumes. 

The Research Branch of the Commission was divided into several 
areas, with the individual research projects in each area assigned to the 
research coordinators as follows: 


F. Leslie Seidle Political Party and Election Finance 

Herman Bakvis Political Parties 

Kathy Megyery Women, Ethno-Cultural Groups 
and Youth 

David Small Redistribution; Electoral Boundaries; 
Voter Registration 

Janet Hiebert Party Ethics 

Michael Cassidy Democratic Rights; Election 
Administration 

Robert A. Milen Aboriginal Electoral Participation 


and Representation 

Frederick J. Fletcher | Mass Media and Broadcasting in 
Elections 

David Mac Donald Direct Democracy 

(Assistant Research 

Coordinator) 


These coordinators identified appropriate specialists to undertake 
research, managed the projects and prepared them for publication. 
They also organized the seminars, symposiums and workshops in their 
research areas and were responsible for preparing presentations and 
briefings to help the Commission in its deliberations and decision mak- 


ing. Finally, they participated in drafting the Final Report of the 
Commission. 
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On behalf of the Commission, I welcome the opportunity to thank 
the following for their generous assistance in producing these research 
studies — a project that required the talents of many individuals. 

In performing their duties, the research coordinators made a notable 
contribution to the work of the Commission. Despite the pressures of 
tight deadlines, they worked with unfailing good humour and the 
utmost congeniality. I thank all of them for their consistent support and 
cooperation. 

In particular, I wish to express my gratitude to Leslie Seidle, senior 
research coordinator, who supervised our research analysts and support 
staff in Ottawa. His diligence, commitment and professionalism not 
only set high standards, but also proved contagious. I am grateful to 
Kathy Megyery, who performed a similar function in Montreal with 
equal aplomb and skill. Her enthusiasm and dedication inspired us all. 

On behalf of the research coordinators and myself, I wish to thank 
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The work of the research coordinators and analysts was greatly facil- 
itated by the professional skills and invaluable cooperation of Research 
Branch staff members: Paulette LeBlanc, who, as administrative assis- 
tant, managed the flow of research projects; Héléne Leroux, secretary 
to the research coordinators, who produced briefing material for the 
Commissioners and who, with Lori Nazar, assumed responsibility for 
monitoring the progress of research projects in the latter stages of our 
work; Kathleen McBride and her assistant Natalie Brose, who created 
and maintained the database of briefs and hearings transcripts; and 
Richard Herold and his assistant Susan Dancause, who were responsi- 
ble for our research library. Jacinthe Séguin and Cathy Tucker also deserve 
thanks — in addition to their duties as receptionists, they assisted in a 
variety of ways to help us meet deadlines. 

We were extremely fortunate to obtain the research services of first- 
class specialists from the academic and private sectors. Their contri- 
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We thank them for the quality of their work and for their willingness 
to contribute and to meet our tight deadlines. 

Our research program also benefited from the counsel of Jean-Marc 
Hamel, Special Adviser to the Chairman of the Commission and former 
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Chief Electoral Officer of Canada, whose knowledge and experience 
proved invaluable. 

In addition, numerous specialists assessed our research studies. 
Their assessments not only improved the quality of our 
published studies, but also provided us with much-needed advice on 
many issues. In particular, we wish to single out professors Donald 
Blake, Janine Brodie, Alan Cairns, Kenneth Carty, John Courtney, Peter _ 
Desbarats, Jane Jenson, Richard Johnston, Vincent Lemieux, Terry 
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be able to count on the Commission’s Director of Communications, 
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Dagenais, Caroline Field, Claudine Labelle, France Langlois, Lorraine 
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To bring the project to fruition, the Commission also called on spe- 
cialized contractors. We are deeply grateful for the services of Ann 
McCoomb (references and fact checking); Marthe Lemery, Pierre 
Chagnon and the staff of Communications Com’¢a (French quality con- 
trol); Norman Bloom, Pamela Riseborough and associates of B&B 
Editorial Consulting (English adaptation and quality control); and Mado 
Reid (French production). Al Albania and his staff at Acart Graphics 
designed the studies and produced some 2 400 tables and figures. 

The Commission’s research reports constitute Canada’s largest 
publishing project of 1991. Successful completion of the project required 
close cooperation between the public and private sectors. In the pub- 
lic sector, we especially acknowledge the excellent service of the Privy 
Council unit of the Translation Bureau, Department of the Secretary of 
State of Canada, under the direction of Michel Parent, and our contacts 
Ruth Steele and Terry Denovan of the Canada Communication Group, 
Department of Supply and Services. 

The Commission’s co-publisher for the research studies was 
Dundurn Press of Toronto, whose exceptional service is gratefully 
acknowledged. Wilson & Lafleur of Montreal, working with the Centre 
de Documentation Juridique du Québec, did equally admirable work 
in preparing the French version of the studies. 

Teams of editors, copy editors and proofreaders worked diligently 
under stringent deadlines with the Commission and the publishers 
to prepare some 20 000 pages of manuscript for design, typesetting 
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PREFACE 
(a 


Rees YEARS AGO, following a review of the costs of election 
campaigns, the pattern of party finance and related issues, the 
Committee on Election Expenses (Barbeau Committee) issued its report. 
The Committee’s conclusions provided the basis for the 1974 Election 
Expenses Act, which led to what was then considered Canada’s most 
comprehensive regulatory framework for party and election finance. The 
main elements of the 1974 reforms were: limits on the election expenses 
of registered political parties and candidates; disclosure of parties’ and 
candidates’ revenue and spending; and public funding through post- 
election reimbursements to parties and candidates, as well as an income 
tax credit for contributions to either. 

While amendments in 1977 and 1983 did not alter the main lines of 
the federal regulatory framework, developments during the past 15 
years or so have led to calls for an assessment of its operation and 
effects. Some have asked whether the objectives on which the 1974 
legislation was based are still being met — or, indeed, remain valid. A 
number of factors account for this, among them changes in party and 
campaign management techniques, the implications of the adoption of 
the Canadian Charter of Rights and Freedoms in 1982, the role of interest 
groups in elections and developments in the regulation of political 
finance at the provincial level. 

The Royal Commission on Electoral Reform and Party Financing 
was mandated to consider, among other issues, “the appropriate prin- 
ciples and process that should govern ... the financing of political par- 
ties and of candidates’ campaigns, including ... the means by which 
political parties should be funded, the provision of funds to political par- 
ties from any source, the limits on such funding and the uses to which 
such funds ought, or ought not, to be put.” To assist it in carrying out 
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these aspects of its mandate, an extensive series of research studies on 
party and election finance was undertaken by members of the academic 
profession, consultants and research analysts employed by the 
Commission. The principal studies are published in this volume and the 
four others in this research area. 

The research projects in the party and election finance area were 
intended to assist the Commission in taking decisions on a number of 
issues at the heart of its mandate. In this regard, the studies in these 
five volumes are relevant to three of the six objectives of electoral reform 
referred to in Volume 1, chapter 1 of the Final Report: promoting fair- 
ness in the electoral process; strengthening the parties as primary polit- 
ical organizations; and enhancing public confidence in the integrity of 
the electoral process. These studies canvass issues relevant to these 
objectives, draw on comparative experience (both within Canada and 
elsewhere) and discuss possible reforms. In so doing, they address fun- 
damental questions such as how to circumscribe the influence of money 
in politics; how to encourage greater participation in the financing of 
parties and candidates and in the electoral process, including the nom- 
ination stage; how to ensure a high degree of transparency in relation 
to political finance; and whether and in what ways public funding 
should be part of the system. 

In considering possible reforms, the Commission reviewed devel- 
opments in this area in other democracies (see Volume 4 of the Research 
Studies) and at the provincial level in Canada. This volume includes five 
research studies on political finance and its regulation in Quebec, 
Ontario, Alberta, New Brunswick and British Columbia. These provinces 
were chosen to illustrate the variety of approaches provincial govern- 
ments have adopted to regulate the role of money in politics. Taken as 
a whole, the studies demonstrate that, in this area as in other areas of 
public policy, the Canadian federal system sometimes serves as a 
‘laboratory’: provincial initiatives may influence policy makers at the 
federal level and vice versa; in addition, developments in a province may 
have an impact on public policy adopted by another province. 

Louis Massicotte’s study documents the steps taken by Quebec, which 
can be justly labelled the pioneer in the regulation of political finance in 
Canada. The Quiet Revolution was marked by a rejection of many of the 
mores long associated with Quebec politics. The 1963 amendments to the 
Election Act fit within this pattern: parties’ and candidates’ election spending 
was limited, and reimbursement of a share of the expenses of candidates 
who had received 20 percent of the vote was instituted. Disclosure require- 
ments (broadened in 1977) were intended to remove the suspicion about 
political finance based on caisses occultes (‘slush funds’). Quebec was a pioneer 
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in two other ways: in 1975 it instituted annual allowances from public funds 
for political parties; in 1977 it restricted to qualified electors the right to make 
political contributions (and also adopted limits on the size of donations). 
Dr. Massicotte’s analysis of annual financial reports since 1977 provides a 
number of interesting insights into the pattern of political finance in Quebec. 

Quebec was not, however, the first province to pass legislation lim- 
iting the size of political contributions. In this case, Ontario was the 
pioneer. As David Johnson explains, Ontario’s approach contrasted 
with the federal legislation, centred on spending limits for parties and 
candidates, adopted in 1974. The Ontario legislation was based on the 
report of the Camp Commission, which was less concerned with the 
cost of campaigns and the effect on access to elected office than with the 
possibility of undue influence being exercised by generous donors. This 
was reflected in the contribution limits adopted in 1975 and in the exten- 
sive disclosure system put in place; the registration and reporting 
requirements for constituency associations were also a first step for 
Canada. At the same time, Ontario’s Election Finances Act restricted 
advertising spending by parties, candidates and constituency associa- 
tions. As Dr. Johnson explains, the adoption of comprehensive spend- 
ing limits was part of the accord struck between the Liberal and New 
Democratic parties following the election of a minority government 
under David Peterson in 1985; this reform was achieved in 1986. 

The research studies on Alberta and New Brunswick illustrate how 
some provinces have been influenced by other provinces’ initiatives. 
Indeed, Doreen Barrie suggests that the “contagion effect,” rather than 
any particular event (such as the Fidinam scandal in Ontario), accounts 
for the rise in interest in reform in Alberta. She explains that Ontario’s 
1976 Act was “most persuasive,” although the Alberta Election Finances 
and Contributions Disclosure Act (adopted in 1977) included neither lim- 
its on advertising expenses nor reimbursements. The key principles of 
the Alberta Act — contribution limits and broad disclosure (including 
by constituency associations) — remain unchanged. 

As Hugh Mellon recounts, fund-raising scandals lay behind the 
reforms reflected in New Brunswick’s 1978 Political Process Financing 
Act. In this case, the architects of the legislation were most influenced 
by Quebec’s approach. New Brunswick adopted limits on the size of con- 
tributions but, unlike Quebec, did not restrict to qualified electors the 
right to make political contributions. Otherwise the principles behind 
New Brunswick’s legislation parallel those of Quebec: spending limits 
for candidates and parties, reimbursements for candidates, annual 
allowances for political parties and disclosure (including by constituency 
associations). 
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PREFACE 


The study by Terry Morley examines political finance in British 
Columbia, the province where, apart from Newfoundland, the least 
regulation applies. (See, however, note “d” below the accompanying 
table.) Candidates and “recognized political parties” must report their 
election expenses to the chief electoral officer, but no disclosure of con- 
tributions is required (either post-election or otherwise). In direct con- 
trast to the four other provinces reviewed in this volume, British 
Columbia has neither spending limits nor contribution limits. 
Furthermore, there is no public funding of the political process except 
a tax credit for political contributions, which applies in all other provinces 
but Newfoundland and Saskatchewan. 

These five studies help explain why, in seeking to regulate the role 
of money in the political and election processes, each province has taken 
a particular path. Political culture, scandal, independent commissions, 
leading political activists and even the search for political advantage 
have, to a greater or lesser degree, all played a role in the develop- 
ment of reforms in these and other provinces. The result is a diversity 
of regulatory systems — as illustrated in the accompanying table, which 
indicates the main principles behind the relevant legislation at the 
provincial level in Canada. 

The Commission owes a considerable debt of gratitude to the 
researchers who agreed to undertake the studies in this area. Through 
their dedication and professionalism, their responsiveness to the 
Commission’s priorities and their cooperation in meeting deadlines, all 
those whose work appears in these volumes have contributed greatly 
to the research program. A number of the researchers presented their find- 
ings at Commission seminars and/or meetings. We valued their par- 
ticipation on these occasions, as well as their willingness to respond to 
a range of questions and requests for information, particularly during 
the period when the Commission’s Final Report was being prepared. I 
would also like to express my personal gratitude to Peter Aucoin, whose 
suggestions and counsel helped in so many ways as these research stud- 
ies were planned, discussed and carried forward for publication. 

The Commission’s publication program reflects the central role research 
played in the work of the Royal Commission on Electoral Reform and Party 
Financing. It is hoped these studies will illuminate debate on the Commission's 
recommendations and, in so doing, help chart the way to a modern and res- 
ponsive regulatory framework for party and election finance that will 
bolster electoral democracy in Canada. 


F. Leslie Seidle 
Senior Research Coordinator 
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PARTY FINANCING 
IN QUEBEC 
An Analysis of the 


Financial Reports of Parties 
1977-89 


(y/ 


Louis Massicotte 


Ve PEOPLE PERCEIVE the ultimate goal of political parties 
as gaining and holding office or as promoting ideas and principles, 
political parties remain, first and foremost, organizations. Like any 
organization, political parties vitally need financial resources to carry 
out their activities properly. This need becomes even more pressing 
during an election period. Not all parties, however, are equally 
successful at mobilizing and using their financial resources. In addi- 
tion, parties use different fund-raising methods. Because these differ- 
ences often offer insight into the interests the parties represent, a study 
of party financing sheds some light on the controversial issue of rela- 
tions between state and society. 

Authors writing on the subject disagree on the scope of the light 
that is shed. While some perceive corporate contributions as a vital link 
between economic and political decision makers, others attribute what 
they believe to be the dependency of politicians on economic inter- 
ests to more fundamental factors (Miliband 1969, 151, 171ff.; and 
Meynaud 1969, 81). 


THE BACKGROUND TO THE QUEBEC LEGISLATION 
In Quebec, as in other liberal societies, debate on the financing of polit- 
ical parties and election campaigns has been going on for a long time. 
As early as 1875, an attempt was made to regulate candidates’ spending 
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during provincial elections. However, it was not until the Quiet 
Revolution that the province began adopting comprehensive legisla- 
tion to regulate such activities. The current system in relation to the 
financing of political parties was built in three stages. . 

In 1963, new provisions on election spending were added to the 
Quebec Election Act. The idea of an official agent responsible for all of 
a candidate’s spending was borrowed from Great Britain, as was the idea 
of limiting and disclosing money spent in constituencies during elec- 
tion periods. However, the Quebec Act introduced two major innova- 
tions. First, it instituted a partial reimbursement of expenses to 
candidates receiving 20 percent of the vote; second, it recognized the 
existence of political parties and imposed on them the same require- 
ments as candidates during an election period: appointing an official 
agent, and limiting and declaring expenses. Party spending was not, 
however, to be reimbursed. This legislation was copied in other parts 
of the country, partly because some people involved in drafting it later 
worked for the Barbeau Committee on Election Expenses. 

In 1975, the Bourassa government added an annual allowance for 
political parties, which was initially set at $400 000 but was changed 
two years later to $0.25 per registered voter. (Today, this amounts to 
about $1.2 million.) The allowance has always been distributed according 
to the number of votes obtained by each party in the preceding election. 
At the time Quebec added this allowance, no other jurisdiction in 
Canada had such a system, although two provinces, New Brunswick 
and Prince Edward Island, have since adopted it. 

Finally, in 1977, An Act to govern the financing of political parties and 
to amend the Election Act was adopted with the objective of limiting 
contributions. As in 1963, Quebec both borrowed ideas and originated 
them. The mechanism for authorizing parties, riding associations and 
candidates originated in Ontario, while Ottawa already required that 
the identity of major contributors be disclosed and allowed tax credits 
for donations. However, the essential feature of the legislation, a ban 
on donations from legal entities such as corporations, did not exist 
anywhere in Canada. 

The law was later amended, but there was no change in the funda- 
mentals. In 1982 the principal technical flaws of the Act, which had 
been adopted rather hastily, were corrected. In addition, the position of 
director general of political party financing was abolished and the 
responsibilities added to those of the chief electoral officer. In 1984, a 
further change allowed eligible candidates to receive advances on 
refunds of election expenses. Later in this study we will look at more 
recent amendments to the Act. Although the parliamentary opposition 
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was initially critical of the public servant who was responsible for 
applying the Act, and doubts are often expressed about whether the 
Act is being respected, the two larger parties continue officially to 
support the legislation. 

The 1977 Act was imposed by a party that already financed itself 
exclusively and successfully through the support of voters. On the 
other hand, the three main federal parties received (then as now) a 
significant share of their funds from companies or unions. Since big 
business in Quebec was dominated by anglophones at the time, a 
nationalist party would probably have had fewer scruples about closing 
the corporate taps that supplied its rivals, a situation that is quite unlike 
today’s federal scene. These differences in context probably explain 
(at least in part) why there is not strong support within federal parties 
for the idea of “grassroots financing.” 


THEORETICAL AND PRACTICAL INTEREST OF THE QUEBEC SYSTEM 
K.Z. Paltiel (1981, 142-43) observed 10 years ago that parties had gener- 
ally been unable to collect adequate funds through personal contri- 
butions; the help of corporate, union or government bureaucracy was 
necessary. In this respect, the province of Quebec is an interesting case 
in that no legal entity of any type can make political contributions; 
this privilege is restricted to voters, with government providing addi- 
tional incentives.” 

Although unique in Canada, such a legal framework is not unusual. 
In the United States, direct contributions by legal entities are also prohib- 
ited at the federal level, while corporate contributions are forbidden in 
19 states and union contributions in nine states (Council of State 
Governments 1988, 193-202). The sharp criticism surrounding the activity 
of political action committees (PACs) (see Stern 1988; Wright 1982; U.S. 
News & World Report 1984, 1988; Time 1984) tends to obscure facts familiar 
to the experts: PACs contribute little to presidential campaigns; they 
remain a minority source of funds for congressional elections. Most 
important, PACs collect only personal contributions not exceeding 
$5 000, which they pool for maximum effect. It is revealing that the 
sharpest complaint in the United States is not about the prohibition of 
contributions by legal entities, but rather about the possibility that such 
contributions could, through PACs, influence the financial strength of 
campaigns (see Sabato 1984, 1985; Grenzke 1988, 1989; Jacobson 1980, 
1985; Lacorne 1984; Lassale 1986, 124-31; Epstein 1986, 284-300). 

Proponents of the Quebec and American systems were, respec- 
tively, the Parti québécois (PQ) and the Progressive Movement, under 
whose influence corporate contributions were prohibited in the United 
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States as early as 1907 (Ontario, Commission 1988, 112-13). Despite 
their obvious policy differences, the two movements shared a signifi- 
cant reason for their keen interest in the rules of the political process. 
As middle-class parties, they could not rely on solid corporate or union 
support.? This did not mean that the parties received no support or 
money from the two groups; rather, it meant simply that the parties 
could not claim to represent either in the same way that Conservative 
and Labour party members in Britain represent, respectively, business 
and unions. Economic leaders, often anglophones, saw the idea of 
Quebec’s independence as heresy, and from 1971, at least, it became 
obvious that the PQ would keep its distance from union leaders. As a 
result, grassroots financing was the only alternative, and the party 
experimented with it successfully before imposing it on all other parties 
shortly after coming to power (on the origins of grassroots financing in 
the PQ, see Léger 1986, 54-61). 

Regardless of what we think of the arguments for or against this 
system,’ it does raise questions of a practical nature. Are the parties able 
to gather the resources required without resorting to unlawful methods? 
Does the system augment the parties’ financial dependency on the state? 
Does it make parties “more independent” of financial powers? Does it 
mean that internal party finances become more centralized? An anal- 
ysis of the financial reports produced in accordance with the law over the 
past 12 years helps answer these questions and evaluate the financial 
health of parties. This analysis will focus on party revenues rather than 
expenditures. The ground rules for expenditures have already been anal- 
ysed since the coming into force of new provisions on electoral expenses 
in 1963; there were no changes as a result of the 1977 Act (although the 
provisions have been enforced more stringently since then).> 

The parties’ financial reports for the period 1 April 1978 to 
31 December 1989 consist of thousands of pages. Extracting informa- 
tion from them requires careful attention. The summary tables presented 
in this study are based on information contained in these reports.® 


THE OVERWHELMING DOMINATION OF THE TWO LARGER PARTIES 
On the surface, Quebec has a multitude of parties. Since 1978, no fewer 
than 38 different parties have been authorized’ to receive contributions 
and incur expenses. However, 24 parties have also had their autho- 
rizations revoked during the same period. From libertarians to commu- 
nists, from the proponents of independence to the supporters of 
freedom of choice, not to mention the Green Party and others, there 
is hardly an ideological movement that has not been constituted as a 
political party in Quebec since the Act came into force (see table 1.1).8 


7 


PARTY FINANCING IN QUEBEC 


Table 1.1 


Number of authorized entities (excluding independent candidates) as of 31 March 
each year, 1978-91 


Political Party organizations 
Year parties Electoral districts Regions Quebec Total 
1978 6 ; ; . 
pi if 255 36 0 298 
1980 9 , : a 
i a 13 0 317 
bis Me 291 13 0 316 
1983 15 2948 14 1 324 
ee wt 2988 14 1 330 
1985 17 309 14 i 
1986 12 376 1 ; - 
1987 14 392 ‘4 % 
1988 7 a ; | e 
1989 17 395 14 ap 
1990 16 339 3 - is 
1991 14 Me ‘ : 


Source: Quebec, Director General of Political Party Financing (1978-82) and Chief Electoral Officer 
(1982-91), Rapports annuels. 


*At that time called “district associations.” 
includes 12 “local organizations,” all others being “district associations.” 


On closer examination, however, this multiplicity is more illusion 
than reality. Consider the example of local- and regional-level entities 
authorized since 1978 (see table 1.2). Only the Quebec Liberal party (QLP) 
and the Parti québécois (PQ) have managed to establish and maintain 
authorized associations in all constituencies over those years. The NDP- 
Quebec (NDPQ) has authorized associations in 58 constituencies. Before 
its demise in 1989, the Union nationale (UN) had between 33 and 58 autho- 
rized associations.” The Parti indépendantiste managed to organize itself 
in approximately 30 electoral districts before it disappeared. Five other 
parties have obtained authorization for a few local associations, while 
the remainder have had none. At the regional level, only the QLP and the 
PQ had authorized associations throughout the entire province.'© 

While authorizations help to evaluate the strength and geographic 
distribution of the parties, these numbers are only vague indicators. 
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Table 1.2 
Number of authorized riding associations, by party, as of 31 March each year, 1978-91 


Year QLP PQ UN Créd. PNP UQ PI PCPQ NDPQ EP Total 


1978 Se at ae ee er ee le 0 
1979 {10° 110° 84 Ae —- — 255 
1980 1108) 110% “aooee ted 1 o- - = - — 27 
1981 4229 120% “"44ee es 1 - - = - — 22 
1982 122 1222 45 #2 —-— =—- —- = - — 2% 
1983 1208 490) Aghl Die = Se —- — 294 
1984 1220" 42 eo es —- — 298 
1985 120),.402 570 2h eG ee - — 309 
1986 1207 190 SGM = , ghia 7 63 — 376 
1987 (208.1001 | do Med oma 68 — 392 
1988 1208 400% © e40 teeth i eee eee ney 68 — 394 
1989 126° 126 «49 -—- - -—- BB — 68 — 395 
1990 21589 =—- — -—- = 4 = 58 4S 3389 
1991 15 15 —-— = =— = = = 5B/u)i-5 fh GeGt3 


Source: Quebec, Director General of Political Party Financing (1978-82) and Chief Electoral Officer 
(1982-91), Rapports annuels. 


Notes: Parties not listed in the chart had no authorized riding associations on the dates indicated. 


QLP = Quebec Liberal party; PQ = Parti québécois; UN = Union nationale; Créd. = Ralliement 
créditiste (les Démocrates); PNP = Parti national populaire; UQ = Parti Unité Québec; PI = Parti 
indépendantiste; PCPQ = Progressive Conservative party of Quebec; NDPQ = NDP-Quebec; 
EP = Equality party. 


alncludes 12 “local organizations,” all others being “district associations.” 


>The number of riding associations for these two parties was higher than the number of electoral 
districts that existed at the time, following the expected redistribution. 


Many local associations, and even provincial parties, are little more 
than inactive “legal shells.” Eleven parties lost their authorizations in 
November 1985 for failing to run 10 candidates, as required under the 
Election Act, even though no deposit is required from candidates." 
As a source of information, the financial reports of authorized 
parties and party authorities are much more revealing. Over the past 
12 years the reports have sketched the portrait of a political scene that 
is clearly two-party. The five indicators we used for analysis all point 
to the same conclusion (see table 1.3). Since 1978, the two major polit- 
ical parties combined have collected over 97 percent of the revenue, 
contributions and membership fees reported by all authorized entities, 
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Table 1.3 


Combined revenues and expenditures of the Quebec Liberal party and the Parti 
quebécois, 1978-89 


(percentage of total) 


Number of 
Total Money contributors Membership 

Year revenue contributions — (receipts issued) fees Expenditures 
1978 95.7 97.1 96.7 95.7 93.3 
1979 97.2 98.3 98.7 96.2 94.9 
1980 98.2 98.4 99.4 98.4 96.7 
1981 94.2 93.2 96.9 99.2 95.6 
1982 97.6 97.6 96.7 96.5 95.8 
1983 97.9 97.6 99.0 98.6 96.9 
1984 99.0 99.1 99.4 99.2 98.0 
1985 97.1 96.7 96.3 99.3 96.4 
1986 98.3 98.2 96.6 99.4 96.7 
1987 97.7 98.2 91.5 95.0 96.6 
1988 98.4 98.8 98.3 93.7 97.8 
1989 96.2 95.2 95.6 95.6 97.4 

Total 97.3 97.4 97.1 97.2 96.3 


and their contributors represent 97.1 percent of the total number. 
Predictably, their expenditures represent 96.3 percent of the total amount. 
Although the two parties clearly dominate the political scene between 
elections, this domination is less pronounced during election years. 

Among minor parties (see table 1.4), the UN ranks highest, with 
aggregate revenue for 1978 to 1989 of $975 631, or less than 3 percent 
of revenue reported during the same period by the weaker of the two 
larger political parties. The NDPQ collected $476 647 over five fiscal 
years: its best annual performance (in 1987) amounted to less than one- 
tenth that of the PQ, which was then experiencing a slump. The hege- 
mony of the two major parties during the period under study was never 
seriously challenged, even though opinion polls conducted in the fall 
of 1987 offered a glimmer of hope - which later vanished — to the NDPQ. 
A good dozen or so groups registered since 1978 could rightly be 
described as “micro-parties” of little importance. 
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Table 1.4 
Principal small parties, 1978-89 
(dollars) 

Highest revenue 

Total reported in a 

Name revenues single year 
Union nationale 975 631 219 691 (1981) 
New Democratic party of Quebec 476 647 158 401 (1987) 
Equality party 254 807 254 807 (1989) 
Progressive Conservative party of Quebec 217 932 195 885 (1985) 
Quebec Communist party 182 879 32 687 (1981) 
Parti indépendantiste 125 659 54 655 (1985) 
Parti des travailleurs du Québec 112 957 16 735 (1989) 
Mouvement socialiste 105 050 24 364 (1989) 
Freedom of Choice party 50 459 29 618 (1981) 
Ralliement créditiste /Les Démocrates/ 

Parti démocrate créditiste 41 213 19 588 (1979) 
Workmen’s Communist party (Quebec section) 37 086 34 836 (1981) 
Parti humaniste du Québec 20 676 7 861 (1985) 
Parti national populaire 14 136 7 741 (1978) 


These indications simply confirm the evidence from election statis- 
tics. The two larger parties have won all the seats contested since the 
1976 general election, except for four won by the Equality party in 
1989. Their combined share of votes reached 92.4 percent during the 
1978-80 by-elections, 95.3 percent in 1981, 89.7 percent during 
the 1982-85 by-elections, 94.7 percent in 1985, 91.1 percent during the 
by-elections of the 33rd Legislature and 90.1 percent in 1989. Because 
of their dominance, the remainder of this study focuses almost exclu- 
sively on the Quebec Liberal party and the Parti québécois. 

Is the 1977 Act a major cause of the duopoly established under its 
authority (Angell 1988, 3)? Large organizations are undoubtedly better 
equipped than smaller ones to fulfil the complex obligations imposed 
by such legislation. However, it would not be justified to criticize the 
Act for favouring larger parties. Existing organizations, other than those 
led by the Premier and the Leader of the Opposition, were not obliged 
to meet overly stringent authorization requirements; they simply had 
to present 10 candidates in the subsequent general election. Parties 
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whose members were elected to the National Assembly gained access 
to a proportion of the government allowance!’ and could delegate 
members to the committee responsible for advising the director general 
who applied the Act. The UN, the Créditistes and the Parti national 
populaire were squeezed because of the strong polarization generated 
by the referendum (this was apparent as early as 1978), their aging 
personnel and, in one case, the inability of the party to broaden its base 
outside one South Shore riding of Quebec. At the same time, the impact 
of the single-member plurality system should not be overlooked. 


ADEQUATE INCOME? 

The introduction of a new party financing system ruffled a few feathers. 
Some of the new Act's provisions threatened to dry up the parties’ 
sources of income, or at least some of them. Contributions by legal enti- 
ties, traditionally a major source of income for the QLP and the UN, were 
now prohibited. There was a ceiling of $3 000 on annual contributions 
from a single elector, and disclosure of the names of electors who gave 
contributions over $100 was mandatory.}3 In a society where legal enti- 
ties had been a significant source of party income and where the fear 
of partisan reprisals was still deeply felt, there was reason to fear, if not 
a general dearth of funds, much difficulty for parties unfamiliar with 
grassroots financing. By increasing the annual government allowance 
to parties from $400 000 to more than $1 million, and by introducing 
fiscal incentives for political contributions, the legislators were clearly 
trying to alleviate fears and smooth the transition. 

From a historical perspective, the new mechanism had the good 
fortune to be introduced during a lively period in Quebec politics. The 
importance of the referendum on separation made it easier to foster 
widespread public mobilization. Contrary to expectations, the QLP 
adjusted well to the new system during the crucial years following its 
introduction. During the first three fiscal years after adoption of the 
Act, the QLP reported revenues amounting to 89 percent of those of 
the PQ, an experienced practitioner of the system. Though the Liberals 
had troubles in 1981 that went beyond simple financing, they have 
‘since surpassed their rival. 

In 12 years, the various authorized entities reported revenues 
totalling almost $111 million (see table 1.5). This amount would have 
been even higher if sources of income other than those explicitly 
mentioned in the Act had been reported prior to 1982." 

Were these revenues adequate? We can gain a better idea by 
examining the pattern of party revenues under a less restrictive legal 
framework. The revenues of Quebec provincial parties amounted to 
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27 percent of those of Canadian federal parties during the same 12-year 
period, a percentage somewhat greater than Quebec’s demographic 
weight within the federation (for data concerning the federal level, see 
Paltiel 1988; Stanbury 1986, 1989; Seidle 1985). Such a comparison, 
however crude, at least suggests that the ban on corporate financing 
by no means led to the financial downfall of Quebec’s parties. 

This impression is borne out by the total expenditures by authorized 
entities from 1978 to 1989: at $118.9 million, they barely exceeded the 
revenues collected. However, this comparison obscures the following 
fact: while the QLP rarely spent more than it received, the PQ during its 
first term of office spent almost twice as much as it received and as the 
QLP spent. In the absence of a sizable contingency fund, this practice of 
overspending revenues is probably not unrelated to the party’s subse- 
quent financial woes. 

The distribution of revenues of the two major parties is almost 
identical (see tables 1.6 and 1.7). Money contributions represent 


Table 1.5 
Reported revenues of all authorized entities, 1978-89 
(dollars) 
Admission / Election 

Contr | Membership registration Anon. expense Other 
Year butions fees fees donors refunds revenues Total 
1978 3760957 557007 276666 68738 : 3 4 663 368 
1979 5070458 848958 251780 75005 ‘ ‘ 6 246 201 
1980 6085200 1186350 186365 75959 Fe js 7 533 874 
1981 4402038 1705864 205258 59128 : : 6 372 288 
1982 3052390 1112174 384002 20655 i 1750619 6319840 
1983 3529929 1054784 543349 18248 i 1653875 6800 185 
1984 5216555 1270306 628110 19417 1722732 8857120 


1985 10703941 1894233 553565 39958 2669338 1688573 17549608 
1986 7521116 896274 = 323.234 Ss 13.791 773451 = 1468052 + =©10995 918 
1987 7 522 201 881084 324774 5713 70870 1609361 10414003 
1988 8568505 1018697 739879 7 363 51808 1813987 12200239 
1989 6568782 1339130 276856 23993 2631301 2169122 13009184 


ee 72002072 13764861 4693838 427968 6196768 13876321 110961 828 
% 64.9 12.4 4.2 0.4 5.6 12.5 100.0 


ee ee eee eee eee ee) ee ee 
“This item, not then covered by the Act, was not included in the financial report. 
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approximately two-thirds of total revenues (66 percent for the QLP 
and 63 percent for the PQ). Membership fees come a distant second, 
at 12 percent of the total (10 percent for the QLP and 16 percent for 
the PQ). Other revenues, including the annual government grant, 
account for 16 percent of revenues collected since 1982 (the year the 
disclosure thereof became mandatory). Admission fees to political 
activities, demonstrations and conventions represent 4.2 percent of 
the total (5.2 percent for the QLP and 2.4 percent for the PQ). Election 
expense reimbursements made up approximately 5 percent of 
revenues (more in election years). 

Major fluctuations were observed in revenues among the large 
parties. The QLP went from a low of $1.1 million in 1981 (an unusual 
phenomenon for an election year) to a high of $10.1 million in 1985. 
The PQ peaked, financially speaking, with a remarkable surge in 
1985, when its revenues reached $6.9 million. Two years later, its 
revenues tumbled to $1.8 million, a figure it barely surpassed the 


Table 1.6 
Reported revenues: Quebec Liberal party, 1978-89 
(dollars) 
Admission / Election 

Contri- Membership registration Anon. expense Other 
Year butions fees fees donors refunds revenues Total 
1978 1757740 226220 165270 45848 ‘ 7 2 195 078 
1979 2587 460 411580 111510 40142 : 3 150 692 
1980 2387067 546057 119549 53282 2 5 3 105 955 
1981 717 619 283 238 64440 11574 ‘ . 1 076 871 
1982 997 880 351547 310168 10441 ‘ 961841 2631877 
1983 1 807 369 609796 461818 11 371 7 856 485 3 746 839 
1984 3 459 241 874679 535472 14 397 ‘ 979 973 5 863 762 


1985 6 407 233 999300 422133 19899 1340794 940660 10130019 
1986 6550 267 619090 242 793 5878 435114 948805 8801947 
1987 6543 846 528 780 208 145 2 263 39077 1041980 8364091 
1988 7242687 568080 608 457 740 36562 1297149 9773675 
1989. 2997 152 700545 151530 565 1320582 1546369 6716743 


Total 43455561 6718912 3401285 216400 3197129 8573262 65537549 
% 66.3 10.3 52 0.3 48 13.1 100.0 


AM OE Dole ee) ae ee eee 
*This item, not then covered by the Act, was not included in the financial report. 
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following year, despite Jacques Parizeau’s efforts to revive the party’s 
fortunes. These swings are much bigger than those observed at the 
federal level. They do not always correspond to opinion poll or election 
results. The financial collapse of the QLP in 1981, for example, did not 
reflect their respectable showing in the general election held that year. 
A comparison of the party’s ratings in the polls and its financial perfor- 
mance suggests that the latter indicator exaggerates both the lows and 
highs of the parties. 

The scope of the financial fluctuations created concern among 
certain observers, who believed that the swings supported the case 
for reinstating corporate contributions (Angell 1982, 88; 1987, 377; and 
1988, 16). Such a move probably would have solved the QLP’s finan- 
cial problems in 1981, but it is difficult to see how it could have 
helped the PQ later. In addition, in the context of the years 1985-88, 
the reinstatement of corporate contributions would probably have 


Table 1.7 
Reported revenues: Parti québécois, 1978-89 
(dollars) 
Admission / Election 

Contri- Membership registration Anon. expense Other 
Year butions fees fees donors refunds — revenues Total 
1978 1892670 306729 60571 6 448 : i 2 266 418 
1979 2394548 405000 96047 22406 : Ss 2 918 001 
1980 3601585 621279  56571°° 16500 : ; 4 295 935 
1981 3384152 1408210 122157 13152 : 3 4 927 671 
1982 1981048 721720 58266 5 106 4 770 591 3 536 731 
1983 1638919 429743 60733 3775 i 777104 2910274 
1984 1709577 385 843 = 73: 196 2 306 ; 731396 2902318 


1985 3940 487 881 340 86460 11727 1276630 709386 6 906 030 
1986 836 089 271 493 69 047 5 101 321200 507417 2 010 347 
1987 839 756 308 115 85 433 1954 22951 547 227 1 805 436 
1988 1 222 226 386142 122 129 5 597 12870 491 726 2 240 690 
1989 3257811 580209 120519 20807 1288614 535384 5 803 344 


Total 26698868 6705823 1011129 114879 2922265 5070231 42523196 
% 62.8 15.8 2.4 0.3 6.9 11.9 100.1** 


=e a ee ee ee 
“This item, not then covered by the Act, was not included in the financial report. 
*“Percentages do not add to 100.0 because of rounding. 


15 
PARTY FINANCING IN QUEBEC 


aggravated the already worrisome imbalance between the two larger 
parties, not to mention raising ethical objections about destroying the 
cornerstone of the 1977 Act. It is interesting to note that, during 
the 1987-89 revision of the Election Act, the Liberal government did 
not even consider such an option (Quebec, Electoral Reform Secretariat 
1988, 85-150; Quebec, Parliamentary Commission 1988). 


ANALYSIS OF FINANCIAL CONTRIBUTIONS 

In keeping with the spirit of the Act, money contributions have become 
the standard source of party income. None of the other financing sources 
provided in the Act is regulated so closely or secures similar advan- 
tages. Given their relative importance (see table 1.8), it is not unrea- 
sonable to consider money contributions as the major indicator of a 
party’s financial health (see table 1.9). 

The major development since 1978, therefore, is the marked decline 
in the number of contributors (see table 1.10). On average, 211 000 
receipts were issued each year between 1978 and 1981,}5 compared 
with 96 487 annually between 1985 and 1988. The financial base of the 


Connbate as a percentage of total revenues of authorized entities, 1978-89 
All authorized Quebec Parti 
Year entities Liberal party québecois 
1978 80.6 80.1 83.5 
1979 81.2 82.1 82.1 
1980 80.8 76.9 83.8 
1981 69.1 66.6 68.7 
1982 48.3 37.9 56.0 
1983 51.9 48.2 56.3 
1984 58.9 59.0 58.9 
1985 61.0 63.2 57.1 
1986 68.4 74.4 41.6 
1987 72.2 78.2 46.6 
1988 70.3 74.3 54.6 
1989 50.5 44.6 56.1 
Total 66.1 65.5 62.1 


See aa a ee Ee Eee 
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Table 1.9 
Overall contributions collected, 1978-89 
(dollars) 

All authorized Quebec Liberal Parti Other Independent 
Year entities party québécois parties candidates 
1978 3 760 957 1 757 740 1 892 670 110 547 — 
1979 5 070 458 2 587 460 2 394 548 88 450 _ 
1980 6 085 200 2 387 067 3 601 585 96 502 46 
1981 4 402 038 717 619 3 384 152 269 571 30 696 
1982 3 052 390 997 880 1 981 048 73 462 _ 
1983 3 529 929 1 807 369 1 638 919 72 885 10 756 
1984 5 216 555 3 459 241 1709 577 40 834 6 903 
1985 10 703 941 6 407 233 3 940 487 322 851 33 370 
1986 7 521 116 6 550 267 836 089 127 520 7 240 
1987 7 522 201 6 543 846 839 756 138 599 _ 
1988 8 568 505 7 242 687 1 222 226 103 510 82 
1989 6 568 782 2 997 152 3 257 811 257 913 55 906 


Total 72002072 43 455 561 26 698 868 1 702 644 144 999 


political parties therefore shrank by half during the period examined. However, 
since 1985, the overall amount of contributions was much higher than 
during the early years of the Act because after 1983 the average size of 
contributions increased (see table 1.11). Before 1983, electors contributed 
an average of $20. In 1983 this figure climbed to $35, then to $52 in 1984, 
$83 in 1985, $105 in 1986, $78 in 1987 and $96 in 1988. Inflation alone 
cannot explain such a sharp increase, which began in a period of 
economic stagnation. 

During the same period, the relative importance of “small contri- 
butions” ($100 and less) constantly diminished (see table 1.12). Small 
contributions represented 78 percent of the total amount in 1978, 
but only 23 percent in 1988. Receipts for small contributions were 
98 percent of the total receipts issued in 1978, but only 77 percent 
10 years later. 

These developments did not affect the two parties equally. Based 
on either of the indicators mentioned above, the PQ has remained closer 
to its earlier practices. With the exception of 1985, the average size of 
contributions to the PQ varied between $20 and $49 during the 12-year 
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Table 1.10 
Number of receipts issued for contributions, 1978-89 
All authorized Quebec Liberal Parti Other Independent 
Year entities party québécois parties candidates 
1978 163 910 64 535 93 941 5 434 0 
1979 235 139 124 439 107 569 3 131 0 
1980 259 072 103 337 154 170 1 564 1 
1981 185 803 11.049 168 910 5 652 192 
1982 111 235 29 815 77 748 3672 0 
1983 100 181 50 009 49 143 882 147 
1984 99 680 54 120 44 963 565 32 
1985 128 391 61 791 61 895 4 469 236 
1986 71 354 45 286 23 620 2 441 i 
1987 96 864 66 524 22 118 8 222 0 
1988 89 339 53 349 34 355 1634 1 
1989 82 027 11 821 66 582 3 367 257 
Total 1622 995 676 075 905 014 41 033 873 
Table 1.11 
Average contribution, 1978-89 
(dollars) 
Allauthorized Quebec Liberal Parti Other Independent 
Year entities party québécois parties candidates 
1979 21.56 20.79 22.26 28.25 N/A 
1980 23.48 23.09 23.39 61.70 46.25 
1981 23.85 64.95 20.19 47.69 159.88 
1982 27.44 33.47 24.62 20.01 N/A 
1983 35.24 36.14 33.39 82.64 73.17 
1984 52.33 63.92 38.02 72.27 215.73 
1985 83.37 103.69 63.66 72.24 141.40 
1986 105.41 144.64 35.40 52.24 1 034.35 
1987 77.65 98.37 37.97 16.86 N/A 
1988 95.90 135.76 35.57 64.82 82.00 
1989 80.08 253.54 48.93 76.60 217.53 


a 0 a EEE 
N/A = not applicable; there were no contributions to independent candidates in those years. 
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period. Contributions of $100 or less were still the most numerous, 
with little change since 1978. The QLP, on the other hand, experienced 
significant changes. In 1979, the average contribution to the QLP was 
slightly less than that to the PQ ($20.79 compared with $22.26). From 
this level, it leapt past the hundred dollar mark in four out of five 
years since 1985, to a level in the same neighbourhood as contributions 
by individuals to the traditional federal parties. As a result, the relative 
importance of small contributions to the QLP fell from 82 percent in 
1978 to 15 percent 10 years later. 

While the PQ has strayed less from its earlier practices, the QLP 
has not returned to its own. With several thousand contributors 
having made an average annual contribution of $132 since its return 
to power in 1985, it remains much closer to grassroots financing 
than its counterparts in Ottawa or in the other provinces. In terms 
of the number of contributors, it outranked the PQ in all but two 
years since 1983 (see table 1.10). 

For the PQ, the most disturbing indicator is not the average size 
of contributions, but rather the steep decline in the number of donors. 
The number of PQ contributors reached 154 170 in 1980 and 168 910 
(a level since unparalleled) in 1981. That figure tumbled to 77 748 in 


Table 1.12 
Contributions of $100 or less as a percentage of total contributions, 1978-89 

All authorized entities Quebec Liberal party Parti québécois 

Receipts Amounts Receipts | Amounts Receipts | Amounts 
Year issued paid issued paid issued paid 
1978 98 78 98 82 97 £709 
1979 98 19 98 78 97 73 
1980 97 73 98 74 97 73 
1981 97 72 94 69 97 75 
1982 97 72 96 73 96 72 
1983 94 64 95 69 94 60 
1984 90 48 89 45 93 55 
1985 86 29 82 23 90 40 
1986 82 29 75 19 95 58 
1987 79 29 72 17 94 60 
1988 77 23 66 15 95 66 
1989 88 33 60 8 94 55 
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1982, 44 963 in 1984, 23 620 in 1986 and 34 451 in 1988. However, the 
party could still stage a comeback, as it did in 1985 and 1989 witha 
well-managed fund-raising campaign (Léger 1986, 290-93). The QLP 
also experienced a decline in its number of donors since 1979, its best 
year (124 439), but after scraping bottom in 1981 with 11 049 contrib- 
utors, it subsequently stabilized around the 50 000 mark long before 
it came to power. 


FUND-RAISING METHODS 

The fund-raising methods used by the PQ and QLP illustrate the diver- 
sity of practices authorized under Quebec’s Act. By and large, the PQ 
has stuck to the method it introduced in the early 1970s under the 
leadership of Marcel Léger, based on small contributions raised from 
among the membership. The QLP prefers social activities (dinners, 
brunches, cocktail parties, golf tournaments, etc.), for which it charges 
a wide range of admission fees (in 1988, the charge varied from $2 
to $2 500). This practice, introduced on a large scale after the Act 
was amended in this regard in 1984, 16 proved so successful that it 
became the party’s chief source of contributions (see table 1.13). 
From 139 in 1985, the number of such social activities climbed to 
264 in 1988, or an average of five each week. Contributions collected 
through social events grew from $1.9 million in 1985 (30.4 percent of 
total party contributions) to $5.9 million in 1988 (82.6 percent). 

The PQ and some observers have criticized this fund-raising 


Table 1.13 
Contributions with or without receipts collected during social events: Quebec Liberal 
party, 1983-89 


Amount of As a % of total 
Number of contributions given contributions to 
Year social events at those events the party 
1983 112 0 N/A 
1984 79 0 N/A 
1985 139 1944 794 30.4 
1986 211 4370 600 66.7 
1987 221 4810 857 73.5 
1988 264 5 985 044 82.6 
1989 32 178 383 6.0 


Seen Plies 46 a8) DAS Wis Chee 2 yee SS eS ee 
N/A = not applicable. 
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method as contrary to the spirit of the Act. Some have referred to 
fund-raising dinners where, for the “modest” sum of $1 000, voters 
can rub elbows with cabinet ministers. Such events are not unusual. 
In 1988, 50 or so of the Liberals’ 264 social activities set admission 
fees of $1 000 or more, and these accounted for approximately 
35 percent of contributions from social events. The average esti- 
mated number of participants at these high-cost activities was about 
30. This being said, we should point out that the legality of this type 
of activity is beyond question, as long as participants are not fronting 
for bigger financial backers. 

Does the success of grassroots financing depend on the number 
of party members? This is what Angell (1988) strongly argues; he 
considers that the number of members is the most important feature 
of a mass party, the essential tool enabling it to collect funds. Indeed, 
it is not unlikely that a party requires a certain membership “cushion” 
to conduct a successful fund-raising campaign. However, in light 
of the Quebec experience, it is questionable whether a direct rela- 
tion exists between membership growth and financing success. From 
1985 to 1987, the QLP lost almost half its membership, dropping 
from 190 068 to 105 756, while total contributions climbed during 
the same period from $6.4 million to $6.5 million. In May 1988, the 
PQ under Jacques Parizeau managed to catch up with the Liberals in 
membership, with 102 223 members in good standing; however, the 
same year, it collected only $1.2 million in contributions.!” 

The success of a fund-raising campaign depends on a host of 
factors: political and economic conditions, whether the party is in 
power or in opposition, the degree of grassroots mobilization and 
conviction, the personalities of the leader and campaign organizers, 
the party’s popularity among the electorate, and the wealth of its 
members and supporters. Among this complex group of factors, 
the total number of party workers is not a decisive factor. At least, 
this seems to be the lesson that emerges from the QLP’s success in 
fund-raising since 1983. Compared with the PQ’s door-to-door tech- 
nique, which requires a large number of active, motivated supporters, 
the QLP’s social activities need fewer workers yet have produced 
concrete results. 


PUBLIC FUNDING OF PARTIES: SUBSTITUTE OR COMPLEMENT? 
As yet, the sharp drop in the number of contributors has not, as some 
observers had feared, created a revenue void, a void that should have 
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to be filled with an increase in the annual government subsidy. The 
subsidy has remained unchanged at $0.25 per voter since 1977. The 
virtual elimination of the annual enumeration of voters since then 
has not permitted any adjustment of this subsidy, except following 
an election. From 1982 to 1988, this subsidy and election expense 
reimbursements represented 7.2 percent to 19.8 percent of the QLP’s 
revenues (see tables 1.14 and 1.15). The Parti québécois has relied 
more heavily on these sources, which represented 15.8 percent to 
38.9 percent of its revenues during the same period. When times are 
hard, outside sources of financing dry up, inflating the relative weight 
of the more stable allowance. 


Tax Credits 
Public funding also takes the form of tax credits for individuals who 
contribute to the parties. The Quebec scheme has always been less 
generous than the formula at the federal level and in most of the 
provinces, even after legislative amendments in 1983 increased 
the Quebec credit to 50 percent of the first $280 contributed.!® The 
cost of these tax credits has exceeded the annual subsidy ($16.4 million 
compared with $11.5 million over an 11-year period) and would have 
exceeded it even more if every eligible taxpayer claimed the credit, 
which was not actually the case. 

Data available from the Quebec Department of Revenue show 
that a majority of donors did not claim the tax credit to which they 


Table 1.14 

Direct government subsidies: Quebec Liberal party, 1982-89 
Election expense Annual Reimbursements and 
reimbursements subsidy subsidy as a % of 

Year ($) ($) total party revenues 

1982 Not included 520 413 19.8 

1983 Not included 525 611 14.0 

1984 Not included 525 447 9.0 

1985 1 340 794 557 665 18.7 

1986 435 114 661 202 125 

1987 39 077 665 642 8.4 

1988 36 562 665 642 ve 

1989 1 320 582 646 166 29.3 
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Table 1.15 

Direct government subsidies: Parti québécois, 1982-89 
Election expense Annual Reimbursements and 
reimbursements subsidy subsidy as a % of 

Year ($) ($) total party revenues 

1982 Not included 559 080 15.8 

1983 Not included 558 612 19.2 

1984 Not included 561 712 19.4 

1985 1 276 630 571 326 26.8 

1986 321 200 461 593 38.9 

1987 22 951 469 189 27,3 

1988 12 870 461 189 21.1 

1989 1 288 614 461 306 30.2 


were entitled under the Act (see table 1.16). Since 1978, the number 
of individuals who obtained a tax credit for political contributions has 
varied between one-third and one-half of the number of receipts 
issued (50 percent in 1989). 

Several factors might explain this phenomenon. While the numer- 
ator (individual contributors identified for tax credits) on which the 
above percentages are based is unquestionably correct, the denomi- 
nator may be artificially inflated if a single individual has made many 
contributions, because the data only indicate the number of receipts, 
not whether more than one has been issued to any individual. 

However, while it is possible that the denominator is inflated, 
it is unlikely, for two reasons. First, as mentioned earlier and in the 
Appendix, nothing in the financial reports indicates that the number 
of receipts (except for the QLP from 1985-88) is markedly higher than 
the number of contributors, at least for contributions over $100, the 
only contributions that can be verified. Second, since 1983 it has 
been possible to know not only the number of contributors and the 
amount of the tax credits paid to them, but also the total amount of 
contributions they reported paying. This latter amount represents 
only two-thirds to four-fifths of the value of money contributions 
received by authorized entities during the same period; hence the 
conclusion that not all tax credits are claimed. 

It is quite possible that some electors lose receipts that are issued on 
the spot, or that people who do not pay income tax fail to take advan- 
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Table 1.16 
Tax credits for political contributions, 1978-89 


eee 


Total contributions reported in tax returns 
Taxpayers having a tax credit —_— 


Amount 
Tax declared by 
As a % of credits parties Average 
receipts (thousands (thousands Asa%of amount per 

Year Number issued of $) of$) contributions taxpayer 
1978 50 401 31 Vte5 na. n.a. n.a. 
1979 77 631 33 1 508 na. n.a. n.a. 
1980 90 358 35 1 727 na. n.a. na. 
1981 69 034 37 1 267 na. n.a. n.a. 
1982 50 708 46 926 n.a. n.a. n.a. 
1983 32 671 33 1045 2501 71 76.55 
1984 43 103 43 1 454 3 930 75 91.18 
1985 54 449 42 2 237 7 738 72 142.11 
1986 37 023 52 1749 5 054 67 136.51 
1987 29 813 31 1525 5 078 67 170.33 
1988 44 543 50 1 936 6 750 79 151.54 


1989 41 028 50 1546 5 195 79 126.62 


Source: Compiled from data provided by the Quebec Department of Revenue, Direction des 
études, recherches et statistiques, July and August 1989; May 1991. 


n.a.= not available. 


tage of the tax reduction to which their contribution entitles them (more 
than one-quarter of Quebec taxpayers do not pay provincial income 
tax). If we cannot accept such explanations, difficult as they are to substan- 
tiate, there is yet another hypothesis: many taxpayers may not claim the 
credit to which they are entitled on their income tax return for fear of polit- 
ical reprisals. Such behaviour, however, appears most common among 
contributors of $100 or less, to whom the Act guarantees anonymity. 
The same fear is no longer a factor for persons contributing more than 
$100, because their names must in any case be disclosed in the party’s 
financial report; hence, there is no point in hiding their contribution 
from the Department of Revenue.!? This explanation is made more plau- 
sible by the fact that the average contribution reported on tax returns has 
been higher each year than the average contribution to authorized enti- 
ties (see table 1.17). Some years, the former is twice as high as the latter. 
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Table 1.17 wy, 
Comparison of contributions made and contributions 
reported on tax returns, 1983-89 


(dollars) 
Amount of average contribution 

Year (financial report) tax return 
1983 35.24 76.55 
1984 52.33 91.18 
1985 83.37 142.11 
1986 105.41 136.51 
1987 77.65 170.33 
1988 95.90 151.54 
1989 80.00 126.62 


Source: Compiled from data provided by the Quebec Department 
of Revenue, Direction des études, recherches et statistiques, 
July and August 1989; May 1991. 


If this analysis is correct, we are confronted with a significant 
paradox. In principle, the tax credit aims to encourage small contri- 
butions because it applies only to the portion of contributions under 
$280. Yet, for one reason or another, it seems that small contributors 
are most reluctant to claim the contribution. We may therefore ques- 
tion the effectiveness of such tax credits, even though they are lower 
than those elsewhere in the country. More than half the contributors 
do not care whether they receive the credit or not; they do not seem 
to be financially motivated. 


FINANCIAL CENTRALIZATION WITHIN THE PARTIES 
Both at the provincial level and in the constituencies, do the QLP and 
the PQ differ significantly in terms of financial centralization? 
Some interesting indications come from computing the portion 
collected or spent centrally for each revenue item and for total 
expenditures (see tables 1.18 and 1.19). 

The QLP demonstrates a clear trend toward centralization, since 
almost all of its 1988 revenues (98 percent) were collected centrally. 
Within the PQ, only 32 percent of revenues were collected 
centrally during the same year. The basic reason for this difference 
is that all QLP contributions and membership fees are raised at the 
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central level, while the PQ collects most of them in the constituen- 
cies. Nonetheless, a distinct trend toward centralization can be 
observed in both parties: even within the PQ, headquarters (“le 
national”) collected only 17 percent of revenue in 1978, but 25 percent 
in 1983 and 32 percent in 1988. The scope of this phenomenon cannot 
be exaggerated, since each party has internal rules governing the 
redistribution of funds among the different levels. 

As for expenditures, the differences between the two parties are 
much less obvious, with most expenditures being made at the central 
level in both cases: the PQ was traditionally less centralized than the 
QLP in expenditures, but the gap has been closing over the years. 

Finally, it must be emphasized that expenditures vary according 
to electoral conditions: on average, expenditures are twice as high 


Table 1.18 


Financial centralization: Quebec Liberal party, 1978-89 
(percentage collected or spent by headquarters) 


Anon- Reimburse- 


Member- Admis- Regis- ymous ment of Total 

Contri- ship sion tration dona- election Other Total — expendi- 

Year butions fees fee fee tions expenses income income tures 
1978 100 32 re 100 86 N/A N/A 90 86 
1979 100 10 0 100 93 N/A N/A 85 rhs) 
1980 100 23 20 94 92 N/A N/A 85 i 
1981 99 21 0 0 83 N/A N/A 72 52 
1982 99 0 Pye 36 N/A 86 72 71 
1983 98 83 61 61 N/A 87 88 Ths) 
1984 100 88 52 86 N/A 88 92 79 
1985 100 95 71 91 0 90 84 71 
1986 100 100 50 3 0 94 93 78 
1987 100 100 66 97 0 94 98 fhe 
1988 100 100 93 0 0 91 98 81 
1989 100 100 83 0 0 89 Ta 66 


wiaes Soot eek es ee eee er orte be Pe eee Ee eS Se 
Note: As an example of how to read this table, in 1978, 90% of revenues reported by the Liberal 
party were collected centrally, 10% by local or regional party authorities. 

aSince 1982, the admission and registration fees have been amalgamated for accounting 
purposes. 

N/A = not applicable; this item, not then covered by the Act, was not included in the financial report. 
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Table 1.19 
Financial centralization: Parti québécois, 1978-89 
(percentage collected or spent by headquarters) 
Be Nya hy 2c ie a Be ros SOs eee eee ee 
Anon- Reimburse- 
Member- Admis- Regis- ymous ment of Total 
Contr: ship sion tration +dona- election Other Total — expendi- 
Year butions fees fee fee tions expenses income income tures 


1978 4 100 0 0 9 N/A N/A 17 47 
1979 3 100 0 57 26 N/A N/A 18 43 
1980 1 100 0 0 11 N/A N/A 15 49 
1981 2 92 0 65 0 N/A N/A 17 51 
1982 O 2 28? 48 N/A 87 21 55 
1983 4 1 32 0 N/A 80 25 54 
1984 + 3 36 0 N/A 82 24 59 
1985 20 48 24 0 N/A 86 27 64 
1986 10 2 0 0 0 89 27 60 
1987 7 9 58 0 0 95 36 74 
1988 10 12 57 0 0 95 32 74 
1989 22 4 24 0 0 89 22 37 


Note: As an example of how to read this table, in 1978, 17% of revenues reported by the Parti 
québécois were collected centrally, 83% by local or regional party authorities. 


aSince 1982, the admission and registration fees have been amalgamated for accounting 
purposes. 


N/A = not applicable; this item, not then covered by the Act, was not included in the financial report. 


during election and referendum years (see table 1.20). This observa- 
tion corresponds to others made elsewhere in the country (see 
Nassmacher 1989, 225). 


OVERALL FINANCIAL BALANCE 
Since 1982, Quebec political parties have been required to produce an 
overall report of all their revenues and expenditures (see table 1.21)”° 
(Quebec, Chief Electoral Officer 1985). The overall financial situa- 
tion of the QLP, still in the black, has consistently been better than 
that of the PQ, which has reported deficits since 1985. In 1988, the 
gap between the two parties reached gigantic proportions when 
the QLP reported a surplus of $7.8 million and the PQ a deficit of 
$312 707. The financial troubles of the PQ are an alarming indicator: 
the party that introduced the system is having the most difficulty 
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Table 1.20 
EpeUatrre by authorized entities, 1978-89 

All authorized Quebec Liberal Parti Other Independent 
Year entities party québécois parties candidates 
1978 5 565 308 1 465 370 3 728 049 371 889 N/A 
1979 8 809 645 2 811013 5 550 033 448 599 N/A 
1980 13 417 645 5 172 982 7 802 151 442 466 46 
1981 17 024 500 6 143 899 10 134 543 693 727 52 331 
1982 6 361 837 2919 475 3 171 996 270 366 N/A 
1983 6 894 704 3 763 625 2 916 652 191 067 23 360 
1984 7 765 206 4 602 996 3 003 741 150 182 8 287 
1985 11 869 439 7 197 380 4 249 929 348 894 73 236 
1986 6 002 635 4 199 635 1 602 528 199 221 1251 
1987 7 321 085 5 079 554 1 995 240 246 291 N/A 
1988 9 098 030 6 989 152 1 891 009 217 787 82 
1989 18 789 033 12 202 222 6 091 621 401 888 93 302 


Total 118 919 067 62 547 303 52 137 492 3 982 377 251 895 


N/A = not applicable; no expenditures reported by independent candidates. 


Table 1.21 
Surplus (or deficit) at the fiscal year-end for Quebec 
Liberal party and Parti québécois, 1982-89 


(dollars) 
Quebec Liberal Parti 

Year party quéebécois 
1982 1 066 113 98 361 
1983 953 965 244 280 
1984 1 104 871 65 470 
1985 97 002 (457 144) 
1986 2 865 006 44 184 
1987 5 609 946 (293 887) 
1988 7777 949 (312 707) 
1989 4 132 996 (450 895) 


open paw rn re ee eS ee 
Note: Parentheses indicate a deficit. 
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financing itself under that system! If the political factors that have 
led to this problem persist, the party will have no alternative but to 
ask for full public funding of political parties. 


1989 Financial Statements 

Statements for 1989, made public the following year, reveal devel- 
opments that temper criticisms that have been made of “grassroots 
financing” for some years. 

First of all, the “stranglehold” of the two main parties was loos- 
ened when the Equality party (with an income of $254 807) achieved 
the best annual showing of a smaller party since the Act came 
into force, while still lagging well behind the weaker of the two 
larger parties. With its individual contributions averaging $71, 
this third party was not appreciably different from the others. 
The Equality party appears to receive very little financial support 
from francophones. 

The main development for the QLP was the drop in the number of 
social events from 264 to 32. The money raised by such events, 
$178 383, was less than 6 percent of total contributions to the QLP. As 
well, the admission fee for each event was lower than in the past. 

Criticism no doubt led to the decline of the social activities that 
were once so lucrative. The decline partially restored the balance 
between the incomes of the two larger parties, which was another 
major change in 1989. The total income of the QLP fell from 
$9.7 million the previous year to $6.7 million, while that of the PQ rose 
to $5.8 million from $2.2 million. For the first time since 1982, the 
PQ outclassed even the QLP in contributions received ($3.2 million as 
opposed to $2.9 million for the Liberals). The PQ also easily outdid 
the QLP in number of donors. These new developments confirm that 
the QLP does not depend exclusively on fund-raising dinners, 
although they have contributed to its prosperity when in power, 
and that the PQ is not doomed to poverty: its renewed financial 
upsurge coincided with a year-long rise in its popularity. Still, the 
$450 000 deficit remains a worry for party headquarters. 

One trend that grew clearer in 1989, despite an election that year, 
was the decline in the number of contributors. The number of receipts 
(82 000) issued by all authorized bodies was the lowest since the 
law was enacted (except in 1986). The average annual number of 
subscribers (211 000 in 1978-81) fell to 85 000 for 1986-89. The PQ 
regained the lead, with 66 582 donors as opposed to 11 821 for the 
QLP, which would not have made a good financial showing except 
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that the average contribution it received was $253, as opposed to 
$49 for the PQ. 

Finally, in 1989, the sums provided by the government in the 
form of annual allowances and reimbursements for election expenses 
accounted for the highest proportion ever of each of the two 
parties’ income (about 30 percent). The higher reimbursements 
for expenses in this election year explain this situation, which seems 
to be an exception. 

In support of his categorical statement that the Quebec system 
“wasn’t working,” Harold Angell pointed out two facts ina letter to 
La Presse on 30 August 1990. First, he emphasized, the PQ was unable 
to attract the funding it needed; second, the QLP financed itself with 
social events. These assertions were no longer true in 1989. 


CONCLUSION 

This analysis is based on financial reports submitted annually by 
authorized entities. Only the reports submitted by parties to comply 
with the Act are audited. Nothing guarantees the absolute accuracy 
of reports prepared at the local level by volunteer workers who were 
obliged to take account of 14 directives, 11 recommendations, 9 inter- 
pretation bulletins and 5 reminders, not to mention the 13 princi- 
ples (Quebec, Chief Electoral Officer 1985) inscribed in a digest of 
jurisprudence! Nevertheless, the preceding analysis assumes that the 
people involved acted with honesty and competence, and checked 
each other. In the absence of clear evidence, we disregarded insin- 
uations that the Act was a mere “Potemkin village” concealing less 
honourable practices. 

Sceptics will note, in light of the information analysed, that 
grassroots financing places the parties at greater risk than does corpo- 
rate or union financing. The income curve of the parties has taken 
sharp turns which, like a roller coaster, can dampen the enthusiasm 
of all but the most hardy. Others will reply that there is nothing 
wrong with a party being punished by its supporters for certain 
ideological or governmental choices. In other words, the grassroots 
financing method is not responsible for a party’s financial disap- 
pointments; it merely allows basic political problems to reverberate 
directly at the financial level. There is no reason why the parties 
should be protected against all hazards or their own mistakes. This 
reasoning, of course, offers no comfort to those most directly affected. 

The parties’ shrinking financial base, demonstrated by the decline 
in the number of donors, is unquestionably the most disturbing 
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development over the past 10 years. However, the number of donors 
seems to be stabilizing at a respectable level, one that far surpasses, 
on a per capita basis, the number of donors to the federal parties in 
Canada.*} 

The practical application of the Act has dispelled many of the 
concerns expressed in 1977 about its effects. The parties have not fallen 
under government control, and electors are still by far the main source 
of party revenues, although this study raises questions about the effec- 
tiveness of tax credits for those who make small donations. 

Both parties that have held office since 1977 have occasionally 
had to defend themselves against accusations of corruption. However, 
these accusations were not always founded, and there were never as 
many as those made against previous provincial governments or 
against federal parties. It is difficult to distinguish the relative roles 
that various factors played in these developments: the personal 
integrity of René Lévesque, the introduction of contract-award mech- 
anisms that theoretically ended favouritism, and the Act itself. But 
the psychological and practical impact of this legislation is undeni- 
able. Indeed, the Bourassa government was very careful not to chal- 
lenge its provisions after 1985. 

People who perceive corporate financing as one of the major strings 
used by economic interests to ensure the perpetuation of capitalism 
and their domination of society will find little support for such theo- 
ries in the Quebec experience. Few societies have gone as far in control- 
ling party financing. Few have experienced simultaneously such 
infatuation with private enterprise and the values of capitalism. Few soci- 
eties have seen unions so discredited and dealt with so harshly by a 
government party that had so “clean” a war chest.” This may be the 
chief myth that vanished with the “slush funds.” 

By prohibiting transfers between federal parties and Quebec parties, 
the Act accentuated a trend (already clear in 1964) of separation between 
the federal and provincial wings of the Liberal party. This slackening 
of ties that were formerly close (many authors have stressed the 
profound implications of this)’ reached unprecedented levels during 
the 1988 federal election. 

Given its originality, the model of Quebec’s political party financing 
deserves more thorough examination. Two promising avenues for explo- 
ration are the profile of contributors and the relationship between finan- 
cial success and electoral performance at the local level. 
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APPENDIX 
THE NUMBER OF CONTRIBUTORS 


How many individuals made political party contributions is one of the chief 
questions left unanswered by the financial reports. Unlike the Canada Elections 
Act, the Quebec Act does not require disclosing the number of contributors: it 
requires only disclosure of the number of receipts issued for contributions and the 
names of electors who gave larger contributions. A few sources (Angell 1987, 
365; Quebec, Director General 1980, 39) considered the number of receipts and 
the number of contributors to be the same, as did we for this study. 

However, differences are theoretically possible. The wording of section 83 
of the 1977 Act did not clearly specify whether the identity of electors who made 
several donations of less than $100 but totalling more than $100 had to be 
disclosed. This ambiguity was not resolved until 1984, when parties were 
required to disclose the identity of a voter making one or more contributions 
totalling over $100. In 1977, nothing obliged the parties to consolidate the moneys 
paid to their provincial and local organizations: each voter could contribute 
$100 to a party and $100 to each of its local authorities in a given year without 
having his or her identity disclosed. This possibility was not eliminated until 1989, 
when the parties were required to consolidate such funds (Quebec Election Act, 
ss. 115-30). 

It is impossible to determine accurately the extent to which these loopholes 
were used. Receipts for contributions of $100 and less are not open to public 
inspection. We examined the lists of electors who since 1978 had contributed more 
than $100 to the various authorized entities of the two larger parties, in order 
to locate names that were included more than once on the same list or that 
appeared on several lists during the same year. The findings are listed in tables 
1.A1 and 1.A2. Clearly, the number of receipts for contributions over $100 
slightly exceeds the number of contributors. The only major discrepancies (in 
the neighbourhood of 30 percent) relate to the Liberal party from 1985 to 1988. 
We should point out, however, that in 1985 and 1986 this party actually reported 
the number of contributors under the heading “number of receipts”! 

These irregularities do not distort the fundamental conclusion of our research 
in this area, namely, that the financial base of the parties is half what it was 
10 years ago. In fact, to the extent that the number of receipts reported by the 
QLP (in 1987 and 1988) artificially inflated the number of contributors, the 
decline in the number of contributors over the past 12 years is even greater 
than it appears. 
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Table 1.A1 
Estimated difference in number of receipts issued and number of contributors of over 


$100 to the Quebec Liberal party, 1978-88 


Number of Estimated number Difference as a % of 
Year receipts issued of contributors? Difference receipts issued 
1978 1175 1 162 13 1.1 
1979 1904 1 888 16 0.8 
1980 1974 1959 15 0.8 
1981 637 628 9 1.4 
1982 906 879 27 3.0 
1983 2 341 2 273 68 2.9 
1984 5915 5 883 32 0.5 
1985 15 947° 10 970 4977 Sika 
1986 15 660° 11312 4 348 27.8 
1987 18 480 approx. 12 300 approx. 6 150 33.3 
1988 18 204 approx. 13 000 approx. 5 200 28.6 


“The number of contributors estimated after eliminating names entered two and three times, 
following a review of the list of contributors. 


>The number of receipts reported by the party actually reflected the number of contributors. The 
number in this column is indeed the number of receipts. 


Table 1.A2 
Estimated difference in number of receipts issued and number of contributors of over 
$100 to the Parti québécois, 1978-88 


Number of Estimated number Difference as a % of 
Year receipts issued of contributors? Difference receipts issued 
1978 2 557 2.533 24 0.9 
1979 3 389 3 380 ) 0.3 
1980 4 851 4 848 3 0.1 
1981 4 281 4270 11 0.3 
1982 2716 2706 10 0.4 
1983 2701 2 697 4 0.1 
1984 2 969 2 951 18 0.6 
1985 5 942 5 742 200 3.4 
1986 1141 1 134 7 0.6 
1987 1 267 1244 23 1.8 
1988 1616 1599 17 1 


ee ee 


"The number of contributors was estimated after eliminating names entered two and three times, 
following a review of the list of contributors. 
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ABBREVIATIONS 
rol chapter 
KS.C. Revised Statutes of Canada 
SO. Statutes of Quebec 
s(s). section(s) 
NOTES 


This study was completed in September 1991. 


Louis Massicotte is a professor of political science at the Université de Montréal. 
The first draft of this study was prepared while he was a doctoral candidate at 
Carleton University and presented at a memorial conference in honour of 
Professor K.Z. Paltiel, February 1990. 


In this study, quoted material that originated in French has been translated 
into English. 


L. 


The following contain some useful theoretical pointers on party financing: 
Von Beyme (1985, 196-211); Duverger (1961, 83ff.); Epstein (1980, 242-50); 
Heidenheimer (1970, chap. 1); Key (1964, 486-519); Lemieux (1985, 186-92); 
Sartori (1976, 93ff.); Ware (1987, 98-104). 


. An Act to govern the financing of political parties, 1977. The provisions of 


this statute were integrated into the Election Act in 1984. The Act took 
effect in its entirety on 1 April 1978. 


. The situation of the Parti québécois in this regard is similar to that of the 


Union des électeurs, the Ralliement créditiste and the Bloc populaire. 
Concerning the first two, see Paltiel (1970, 70-74) and Stein (1966). 
Concerning the Bloc populaire, see Comeau (1982, 273-77). These three 
parties may be considered true pioneers of grassroots funding in Quebec, 
although for a long time their lack of success discouraged others from 
following their lead. 


. On this, see the debates during the bill’s second reading in the Débats de 


l’Assemblée nationale (Quebec, Assemblée nationale 1977, 1845-54, 1926-55, 
1994-2003, 2160-64, 2921-25, 2944-55, 2971-3007 and 3161-70, as well as 
the proceedings in committee (1977, B-3567-607 and B-420447). See espe- 
cially interventions by Burns, Lavoie and Fontaine. 


. Concerning the Election Act, 1963, see Paltiel (1970, 124-32) and Angell 


(1966). The lax enforcement of this Act before 1977 is pointed out in 
Massicotte (1984, 48). 


. Like all statistics, those found in the financial reports may contain errors. 


For example, 21 reports by 11 parties were not submitted between 1978 
and 1988, although all were very small organizations. Only the official 


10. 


1? 
2: 


13. 


14. 
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party reports were subject to a certified audit (Quebec Election Act, 1989, 
s. 110), not those of regional and constituency associations. Sometimes, 
the figures used one year change the next, due to the correction or late filing 
of a report (this author systematically checked this). As well, official repre- 
sentatives in ridings are not necessarily professional accountants. Nothing 
indicates that these flaws were extensive enough to affect the overall 
picture appreciably. On receipts, see the Appendix of this study. 


. The Act provides for authorizing three types of entities: parties; their 


organizations (“instances”) at the electoral district, regional or Quebec 
levels; and independent candidates. The relevant provisions now appear 
in ss. 41-80 of the Election Act, 1989. 


. Criteria governing the authorization of new parties have frequently been 


revised. In 1977, parties were required to have a leader elected during a 
congress, to have 10 riding associations and to agree to run candidates in 
at least 10 electoral districts in subsequent general elections. In 1984, the 
requirements for an elected leader and 10 riding associations were elim- 
inated, but parties had to submit (for an equal number of electoral districts) 
the names, addresses and signatures of 60 electors in each district, stating 
their membership or support of the party and their approval of the autho- 
rization request. The 1989 Act simply requires a total of 1 000 signatures, 
with no specific geographic distribution. 


. The chief electoral officer revoked the authorization of the Union nationale 


on 19 June 1989 for failure to pay its debts. 


However, the authorization of the regional associations of the Liberal 
party were revoked on 31 December 1980 at the party leader’s request 
(Quebec, Director General 1981, 14). 


Deposits were abolished for provincial elections by the 1979 Election Act. 


The Election Act, 1989 (s. 81) extended to all authorized parties the right 
to receive a proportional share of the government subsidy, a right formerly 
reserved for authorized parties represented in the National Assembly. The 
right to participate in the work of the Election Act advisory committee 
was similarly broadened (s. 515). The chief bias toward established parties 
can be found in the chapter on election expense reimbursements 
(Massicotte 1984, 56). The difference between new and established orga- 
nizations was accentuated by the introduction in 1984 of a reimburse- 
ment advance for candidates of the established parties. 


Sections 62, 64 and 83(g) of the 1977 Act, which now are ss. 87, 91 
(amended) and 115-30 of the Election Act, 1989. 


Before 1982, the parties were required to disclose only contributions, 
membership fees, admission fees to political events or conventions, and 
anonymous donations received during the fiscal year. Amendments 
passed in 1982 added an overall statement of revenues to this list, which 


15. 


16. 


17. 


18. 


19: 


20. 


21, 


22: 


23: 
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made it possible to take account of the annual government subsidy. 
Beginning in 1985, election expense reimbursements were reported ina 
separate column of the financial reports. 


On the number of receipts and contributors, see the methodological note 
in the Appendix of this study. 


Before 1984, moneys paid for admission to political events were not 
considered contributions unless they exceeded a certain amount, below 
which they were not entitled to a tax credit. An amendment made in 
1984 enabled official representatives to consider any amount to be a 
contribution, as they deemed appropriate. 


The membership figures are taken from Angell’s presentation to the 
International Political Science Association, Washington (1988, 7 and 15). 


As introduced in 1977, the tax credit amounted to 50 percent of the first 
$100 of a contribution and 25 percent of the second $100; therefore, it 
could not exceed $75. In contrast, the Canadian federal formula, also 
used in most provinces, allows 75 percent of the first $100 of contribu- 
tion, 50 percent of the next $450 of a contribution and 333 percent of 
subsequent portions of a contribution, to a maximum tax credit of $500. 


A document prepared by the Electoral Reform Secretariat (March 1988) 
refers to this fear among electors, pointing out that receipts issued by the 
parties bear the party logo. 


The chief electoral officer specifies that these figures reflect the situa- 
tion of the political parties, not including their organizations. 


Granted, the comparison is not a fair one to the extent that eliminating 
federal contributions by legal entities would probably result in a substan- 
tial increase in the number of individual donors. 


We refer here to the laws by which the Parti québécois imposed salary 
cuts and new working conditions on unions in the public sector in 
1982-83 because of the recession. 


Paltiel (1966) shed light on the integrating effects of the former party 
financing model. For an overview of recent Canadian trends in this area, 
see Smiley (1987, 113-15) and (Dyck). 
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David Johnson 


ane ELECTORAL SYSTEMS in Canada are at once extremely important 
and quite controversial. They are important for the simple reason that 
they are integral components of the procedural rules and normative 
understandings of democracy within this country. The electoral sys- 
tems, in all their federal, provincial and municipal manifestations, are 
intended to establish free, fair and honest methods to periodically meas- 
ure public opinion respecting the degree to which citizens seek to con- 
tinue or change their political representatives. The systems are designed 
to provide ordinary Canadians with the power to control the fate of 
governments and thus the direction of public policy. As such, these sys- 
tems are expected to put into practice the democratic theory of rule by, 
for and of the people. 

The importance of the theoretical and practical dynamics within 
these systems, however, guarantees controversy. Debate exists over the 
degree to which electoral systems actually do turn democratic ideals 
into reality. Can the current electoral process fairly reflect popular opin- 
ion? Are current electoral distribution systems legitimate? What is the 
relationship between money, electoral politics and democracy? 

All these matters are important to an understanding and analysis 
of the Canadian electoral system. The focus of this study is on the set 
of relationships surrounding the party and campaign finance system in 
Ontario. The Ontario system is worthy of close study for a number of 
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reasons. First, it is comprehensive: the system in this province established 
legislative provisions that regulate the registration of candidates, con- 
stituency associations, parties and leadership candidates; the manner 
and amount of contributions that may be given to these political actors; 
the manner and amount of campaign expenditures that may be made 
by these actors; and the types of financial reports that must be filed 
with the Election Finances Commission. Moreover, the legislation estab- 
lishes the structure, function and power of this Commission. The Ontario 
party and campaign finance system is thus one of the most elaborate 
systems in this country. 

Second, because this system developed in stages, a review of its 
historical origins provides an informative study of the various 
approaches to such financial regulation and the reasons for their adop- 
tion, as well as an opportunity to review the strengths and weaknesses 
of the system over the past 16 years. 

Finally, this system makes an intriguing case study: it became 
enmeshed in a crisis of legitimacy because of various scandals over 
recent years. Since the system has been subject to abuse, it is educa- 
tional to review the problems that have arisen and the various responses 
and calls for reform these problems have elicited. 

This study will examine a number of important historical devel- 
opments. It will demonstrate that the development of the party and 
campaign finance system in Ontario was the product of deep anxiety 
over the ethics of the province's electoral process. The initial regulatory 
system designed to remedy this problem was substantial and involved 
but had its own difficulties. Certain problems led political authorities 
to amend the regulatory system significantly in the mid-1980s, while 
others have come to figure prominently in recent scandals. However, 
although the integrity of the system has been questioned, current pop- 
ular understandings of the nature of this system are really misunder- 
standings. Although the system has its problems, its legislative 
foundation, in general, is sound and just. The administration of the sys- 
tem has proven to be quite effective as well as sensitive, and recent dif- 
ficulties arising from scandals are exaggerated. In short, as with any 
human creation, the Ontario party and campaign finance system has 
both strengths and weaknesses. A review and analysis of the history of 
this system will lead to a better appreciation of the system as it is, the 
successes it has had and the tensions that confront it. 


THE ELECTION FINANCES REFORM ACT: ORIGINS AND PROVISIONS 
The party and campaign finance system in Ontario was a child of scan- 
dal. In June 1972, the government of Ontario, under the premiership of 
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William Davis, established the Ontario Commission on the Legislature 
(Camp Commission) with formal terms of reference “to study the func- 
tion of the Legislative Assembly with a view to making such recom- 
mendations as it deems advisable with respect thereto, with particular 
reference to the role of the Private Members and how their participa- 
tion in the process of Government may be enlarged” (Ontario, Legislative 
Assembly 1972, 117). 

The composition of the Commission was tripartite: the chair was 
Dalton Camp, a prominent Conservative strategist. His fellow com- 
missioners were Farquhar Oliver, a former leader of the Ontario Liberal 
party, and Douglas Fisher, a former New Democrat member of 
Parliament. 

Initially, the terms of reference did not direct the Camp Commission 
to study and report on the system of party and campaign financing. 
This state of affairs was not to last long. While the Camp Commission 
was getting under way the government became enmeshed in two scan- 
dals involving allegations of questionable fund-raising by the Progressive 
Conservative party from very wealthy interests and of favouritism 
being displayed to large corporate interests with close financial ties to 
the governing party.' After months of persistent opposition party and 
media criticism of the ethical standards of the government, the Premier 
announced in December 1972 that he was adding the entire subject of 
party financing to the Camp Commission’s terms of reference and that, 
in particular, he was instructing the Commission to make recommen- 
dations on contribution disclosure (Ontario, Commission on Election 
Contributions and Expenses (CECE) 1982b, 105-106). 

After a year and a half of close analysis, the Camp Commission 
published its findings on party financing in its Third Report. In this 
report, the commissioners said that they were concerned about the 
closed nature of party financing and the preponderance of influence 
exerted by “big money,” whether corporate or union sourced, over the 
three major parties. The commissioners’ research led them to believe that 
fully 90 percent of the Conservatives’ and the Liberals’ financial sup- 
port came from limited corporate sources, while nearly 40 percent of NDP 
financing came from a few major trade unions (Ontario, Commission 
on the Legislature 1974, 6). This intimate relationship between parties 
and large, powerful financial interests threatened the integrity of the 
political system because it made parties susceptible to the politics of 
favouritism and lowered public confidence in the role of parties and 
the morality of the political process. In an effort to alleviate these prob- 
lems, the Camp Commission advocated contribution limitations as fol- 
lows: “We strongly recommend that the substantial dependence of our 
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political parties upon the substantial contributions of a few be termi- 
nated. We propose a system which relies on the support of many, at all 
levels of society, and in which, in the end result, no particular group 
or segment can be deemed to wield more influence, or bear more of 
the cost of political financing than another” (ibid., 31). 

The Camp Commission believed that strict limitations on contri- 
butions would eliminate the ability of wealthy individuals and corpo- 
rate donors to unduly influence the activities of parties, thereby 
enhancing public respect for the political process. As Camp said, “I 
thought that if you first of all drained the big money out of the system, 
you'd have no more of the ‘Fidinam’ syndrome. After this was achieved, 
we would build a structure that would accommodate this principle, 
built on full disclosure and accountability” (Ontario, CECE 1982b, 113). 

The Camp Commission viewed the process of disclosure, therefore, 
as being inherently related to the contribution-making process. It argued 
that full disclosure of contributions over a nominal amount was essen- 
tial both to enforce the contribution limitations set out in the proposed 
Election Finances Reform Act (EFRA) and to open the political fund- 
raising system to public scrutiny. This latter point was considered 
extremely important. If a failing of the old system was that it had been 
closed, thereby allowing “big money” to secretly influence parties and 
candidates, such a state of affairs would cease with disclosure. Through 
disclosure, the major financial supporters of all political actors would be 
known, allowing political competitors, the media and the public at large 
to evaluate the relationship between specific parties and candidates and 
their financial supporters (Ontario, CECE 1982b, 123-25). Camp empha- 
sized the importance of the Act’s disclosure provisions in his assertion 
that they underpinned all reform to the party and campaign finance 
system: “You couldn’t make any fundamental changes in a system that 
needed change unless you had disclosure. The public interest is best 
protected by disclosure. Once you have this, however, it’s going to be 
more difficult for the parties to finance themselves. Against this hazard 
you introduce some form of incentive to contribute and a subsidy. Once 
you do that, you're into public accountability” (ibid., 123-24). 

The concluding remarks alluded to the Commission’s fear that a 
strict system of public disclosure would act as a disincentive to 
contribution-making. To prevent such a result and to enhance broad- 
based political fund-raising from the general public, the Camp Com- 
mission recommended both a tax credit scheme and a process of limited 
public funding through candidate subsidies. Both these initiatives 
would be crucially important to the task of democratizing the elec- 
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toral system. The tax credit would encourage large numbers of ordi- 
nary Ontarians who had hitherto refrained from making political con- 
tributions to do so, and it would provide parties, constituency 
associations and candidates with large sources of new funds, which 
would both support heightened political activities by these actors and 
diminish the influence of large financial interests over these actors 
(Ontario, Commission on the Legislature 1974, 40). The candidate sub- 
sidy provision would ensure that candidates and constituency asso- 
ciations capable of mounting a respectable political campaign would 
be guaranteed a level of funding sufficient to provide a good base for 
such campaigns. This would assist in revitalizing constituency-level 
political activity. As Camp and his colleagues said, “In our opinion 
this will provide a greater opportunity for parties to broaden their 
base by going out to organize new support. Consequently, the health 
of the constituencies will be improved and they too will have fresh 
incentives to solicit funds and maintain strong local organizations” 
(ibid, 11). It was hoped that candidate subsidies would enhance demo- 
cratic participation and competition in party and electoral activities 
throughout the province. 

The guiding principle flowing through the work of the Camp Com- 
mission was thus democratization. The reformed system would elim- 
inate the reality and the perception of the influence of the wealthy few 
in politics, enhance the political activities of ordinary citizens and pro- 
mote party activity directed to the interests of the general public. 

While this principle was not and is not unique to Ontario, the polit- 
ical finance system proposed for the province was very distinct from 
its federal counterpart and became a model for other provinces.* The 
Ontario system of political financing would be geared primarily to the 
regulation of system inputs, namely contributions. In contrast, the fed- 
eral system was rooted to outputs, namely expenditures. In 1974, 
Parliament, following the recommendations of the Barbeau Committee 
(Canada, Committee 1966) and the Chappell Committee (Canada, House 
of Commons 1971), had enacted the Election Expenses Act (now incor- 
porated in the Canada Elections Act). The main thrusts of this legisla- 
tion were the establishment of contribution disclosure provisions, the 
creation of a limited public funding scheme as well as a fund-raising 
process assisted by tax credits, and the imposition of strict limitations 
on election campaign expenditures. This legislation, however, did not 
countenance contribution limitations. Contributors were left free to 
donate any amount of money, goods or services to the party or candi- 
date of their choice, subject only to the legislation’s disclosure provisions 
(Canada Election Expenses Act, s. 4). 
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The federal and the Camp proposals thus stood in stark contrast to 
each other. While the Camp Commission and the Ontario legislature held 
that contribution limitations were necessary to eliminate the undue 
influence of wealthy interests in party and campaign activities and to 
enhance public trust in the fairness and integrity of the political process, 
federal study groups and Parliament rejected this approach. 

Although the Camp Commission had the example of the 1974 fed- 
eral legislation before it, the Commission itself, with Oliver dissenting, 
recommended against following the federal lead on spending limita- 
tions. Although Oliver supported the logic underpinning the federal ini- 
tiative, both Camp and Fisher rejected expenditure limits for a number 
of reasons. On practical grounds, they echoed the fears expressed by the 
Barbeau Committee about how to evaluate the monetary value of vol- 
unteer labour, goods and services. More theoretically, these commis- 
sioners were also concerned about the effect expenditure limitations 
might have on the ability of parties and candidates to wage effective elec- 
toral campaigns. They were afraid spending limits would circumscribe 
the ability of political actors to take their message to the people, thereby 
making these actors dependent on the media and impugning their inde- 
pendence. Furthermore, Camp and Fisher expressed concerns that 
expenditure limitations in general and advertising limits in particular 
would constitute violations of the freedom of expression of parties and 
candidates. Such violations, in turn, would be untenable in a demo- 
cratic society (Ontario, Commission on the Legislature 1974, 16-20). 

Beyond these factors, both Camp and Fisher felt a regime of expend- 
iture limitation was simply not necessary to reform the Ontario polit- 
ical financing system. They argued that the increasing rate of campaign 
spending observed by the Commission was only a reaction to general 
increases in the cost of living and specific increases in the cost of adver- 
tising. Moreover, this increase in campaign spending, they felt, was not 
sinister. While “excessive” campaign expenditures were undesirable 
because they were wasteful and unnecessary, such excesses could be 
eliminated by reducing both the general campaign period and the 
period during which campaign advertising was permissible (ibid., 
41-42). 

Finally, Camp and Fisher believed that if there was any move to 
impose expenditure limitations on parties, constituency associations 
and candidates, the state would eventually have to consider regulating 
and prohibiting special interest group campaign advertising. The rea- 
son for this was that if expenditures were limited, regulated political 
actors could either establish “independent” groups of their own to 
engage in supportive and unregulated campaign advertising or sim- 
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ply benefit from the actions of supportive, unaffiliated private groups 
who were interested in the actor’s mission. In either case, election adver- 
tising would be taking place, demonstrably affecting election outcomes, 
and this advertising would be unregulated, since it would not be that 
of a registered party, constituency association or candidate. Yet, if the 
state were to subject such advertising to the expenditure provisions 
found in the Act, if not to an outright prohibition, then the same prob- 
lem concerning the morality of the state’s restricting freedom of expres- 
sion would arise once again, this time with reference to a much larger 
body of individuals and groups. According to Camp and Fisher, the 
easiest and most morally correct way to avoid this entire set of prob- 
lems was simply to refrain from imposing any expenditure limitations 
at all upon political actors (ibid., 21-22). 

The recommendations of the Camp Commission greatly influenced 
the thinking of the government when it came to drafting relevant leg- 
islation. Indeed, the structure and substance of the Election Finances 
Reform Act closely followed the advice of Camp and his colleagues. 
This Act, which received Royal Assent on 2 May 1975, marked the 
beginning of the “reformed” era in Ontario political financing. 

The provisions of the Election Finances Reform Act were many. The 
Act established a Commission on Election Contributions and Expenses 
(henceforth referred to as the Commission) with a chair appointed by 
the Lieutenant Governor in Council for a term of five years, two rep- 
resentatives from each of the parties having four or more members in 
the Assembly, a bencher from the Law Society of Upper Canada and the 
chief election officer. This Commission had broad powers under the 
Act to hire staff to administer the Act, to supervise the operation of the 
Act and to draft regulatory guidelines to interpret the meaning of the 
Act (Ontario EFRA, ss. 2-4). 

The Act created a registration system applicable to all parties, con- 
stituency associations and candidates, who were required to register 
with the Commission to gain official recognition as bona fide political 
actors with entitlements and obligations under the Act (ibid., ss. 10, 11, 
13, 14). The legislation furthermore provided for an extensive system of 
regulating contributions. The Act stipulated that individuals, corpora- 
tions and trade unions were allowed to make contributions to regis- 
tered parties, constituency associations and candidates. The amounts that 
could be donated, however, were restricted. Annual monetary contri- 
butions from a particular source were not to exceed $2 000 to each reg- 
istered party and $500 to any one registered constituency association, 
with total annual contributions to such associations not to exceed $2 000. 
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During election campaign periods, these limits were to be doubled 
(ibid., s. 19). 

Closely related to these contribution limitations was a tax credit 
system established through provisions in the Ontario Income Tax Act 
and the Ontario Business Corporations Act. Under these acts, the Legislative 
Assembly created a tax credit scheme identical to that found in the fed- 
eral Income Tax Act, namely that there was to be a tax credit of 75 per- 
cent of contribution amounts up to $100. For contributions between $100 
and $550, the credit was $75 plus half the amount. For contributions 
over $550, the credit was $300 plus one-third of the amount by which 
the contribution exceeded $550. Contributions over $1 150, however, 
ceased to provide a credit. The maximum tax credit was thus $500. 

A number of other contribution regulations are worth noting. 
Campaign fund donations from a candidate’s personal wealth consti- 
tuted a contribution subject to the limitation provisions (Ontario 
EFRA, s. 19(3)). All contributions from any donor had to come from 
the actual property of the donor. Donors were thus not allowed to act 
as conduits for funds not their own (s. 20). Parties were not to accept 
contributions from any donor residing outside the province (s. 30). 
Federal parties could not make contributions to provincial parties, 
constituency associations and candidates except during a campaign 
period, when federal parties could contribute $100 for each registered 
candidate endorsed by their provincial counterpart (s. 21). The Act 
countenanced contributions of goods and services, but they were sub- 
ject to regulation. Goods and services over the value of $100 consti- 
tuted a contribution subject to the prescribed limitations. The value of 
these contributions would be the cost of these goods and services if 
purchased on the open market (s. 22). Advertising undertaken by any 
individual, corporation or trade union on behalf of any registered party 
or candidate, with the knowledge and consent of such party or candi- 
date, also constituted a contribution subject to limitation if the value 
of the advertising exceeded $100 (s. 23). 

Furthermore, party membership fees, trade union checkoffs and 
fund-raising dinners were also subject to special provisions. Under the 
Act, annual party and constituency association membership fees did 
not constitute donations provided such fees did not exceed $25 (Ontario 
EFRA, s. 31). Similarly, in the case of trade union payroll deductions, 
contributions of not more than 15 cents per month per bargaining unit 
employee did not constitute contributions from these individuals, but 
the total funds so raised and provided to a registered party, constituency 
association or candidate did constitute a contribution from the respon- 
sible trade union (s. 32). As for fund-raising dinners, if the charge was 
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less than $50 per person, half that amount was an allowable expense, 
and the other half, if over $10, was a contribution. If the charge was 
over $50, the amount over $25 was a contribution (s. 24). The Act also 
stipulated that all contributions over $10 had to be by cheque to bank 
accounts registered with the Commission; receipts were to be issued 
for these contributions (s. 26). Finally, as a provision related to contri- 
butions, the legislation made allowance for the intraparty transfer of 
funds from a registered party’s central office to registered constituency 
associations and vice versa. Such transfer funds were neither contri- 
butions nor expenditures and were therefore left unregulated except 
that such transfers had to be duly recorded for the Commission (s. 28). 

While these provisions on contribution-making formed the heart 
of the Act, there were a number of other important legislative initia- 
tives. Foremost was the process of disclosure. The legislation required 
that the registered party, constituency association or candidate record 
all contributions over $10 and that they report the name and address 
of donors for contributions over $100 to the Commission. Moreover, 
the Act required the chief financial officers of all registered parties, con- 
stituency associations and candidates to file with the Commission after 
every election, both the annual financial statements and the campaign 
finance statements showing the assets and liabilities as well as the 
income and expenses of the filing agent. Once filed with the Commission, 
these reports would become public records (s. 35(3)). 

The Act also contained provisions for limited public funding of 
electoral activity by means of a reimbursement right. Those candidates 
able to garner 15 percent of the popular vote in their constituencies 
were entitled to a reimbursement from the public treasury of 16 cents 
per registered elector for the first 25 000 electors in the constituency, 
and 14 cents per elector for each elector in excess of the 25 000 (Ontario 
EFRA, s. 45(1)). 

The Act further established limitations on election campaign com- 
mercial advertising. This was the one major initiative in the Act that 
the Camp Commission did not endorse. Contrary to the position taken 
by Camp and Fisher, the Conservative government called for limita- 
tions on the amount of commercial advertising allowed in any cam- 
paign. The government sought such limits because various members 
expressed concern that advertising was becoming excessively expen- 
sive and thus placed an unwarranted financial burden on all candi- 
dates. The advertising limitation restricted all registered political actors 
to advertising only during the 21 days preceding but not including the 
day before polling day. Additionally, there were restrictions on the 
amount political actors could expend on such advertising: registered 
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parties could spend a maximum of 25 cents per elector in constituen- 
cies in which the parties fielded candidates; registered constituency 
associations and candidates could spend a maximum of 25 cents per elec- 
tor per constituency (s. 39). While they ultimately accepted this pro- 
posal, the Liberals and the New Democrats advocated that the legislation 
should contain general limitations on all campaign expenditures so 
that no one party could gain electoral advantage by dramatically out- 
spending its rivals. The Conservatives rejected this proposal for the 
same reasons that Camp and Fisher found this suggestion unaccept- 
able, as well as on the grounds that general expenditure limitations 
discriminated against wealthy parties. The Conservatives could see no 
reason why a party should be limited in its campaign activities simply 
because it was proficient at fund-raising (Ontario, CECE 1982b, 158-60). 

Finally, the Act called for the Commission to have various enforce- 
ment powers and outlined a schedule of penalties for those found guilty 
of violations. The Act gave the Commission the power to examine all 
financial returns filed by registered political actors and to conduct peri- 
odic examinations and investigations of the financial affairs and records 
of any registered party, constituency association or candidate. In order 
to enable it to undertake such investigations, the Commission was 
vested with the powers of a commission under the Ontario Public 
Inquiries Act (Ontario EFRA, s. 5). The Commission had the duty to 
report any apparent contravention of the Act to the Attorney General, 
and furthermore, no prosecution under the Act was to be initiated with- 
out the consent of the Commission (s. 54). 


THE PARTY AND CAMPAIGN FINANCE SYSTEM: PRACTICE AND PROBLEMS 
The Election Finances Reform Act of 1975 was heralded by all parties in 
the legislature as progressive legislation. The Act thereby stood as a 
pre-eminent piece of legislation governing a crucial part of the demo- 
cratic process in Ontario. The Act existed with minor amendments until 
1986, when it was substantially amended and renamed. The Election 
Finances Act 1986 now governs the Ontario political finance system. 
This Act incorporated most of the provisions found in the 1975 Act 
while making certain additions, so that the amendments of 1986 denote 
a continuation with the past rather than a sharp break from it. 

Over these 16 years, this system has known both success and dif- 
ficulties. The system has met the challenges and eliminated the prob- 
lems it was designed to address, and therefore, various political 
participants and knowledgeable observers regard it as being progres- 
sive, desirable and effective. The system, however, has not been with- 
out problems. There were criticisms from the very beginning over what 
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some believed to be the limited provisions regarding campaign expend- 
iture regulation. This criticism was instrumental in leading the Liberal 
minority government, with the support of the New Democrats, to 
amend the legislation in 1986. Other perceived weaknesses with the 
enabling legislation and the working of the system have been identi- 
fied over the past 16 years: arguably, the greatest difficulty the system 
has faced revolves around the recent contribution scandal known as 
the “Starr affair.” 


The Elements of Success 

By far the greatest successes of the Ontario political financing system 
relate to the contribution-making and disclosure provisions that formed 
the heart of the 1975 legislation. From the very inception of the system, 
there were marked transformations in the pattern of political financing, 
the nature of fund-raising and the general ambience surrounding the 
contribution-making process. The Camp Commission’s criticism that 
the political financing system was, prior to 1975, a closed system changed 
dramatically as a result of the Election Finances Reform Act. Strict limita- 
tions on contributions forced parties and their constituency associations 
to broaden their bases of financial support. And this they did. 

Table 2.1 illustrates that from the inception of the Act until 1988, 
all parties have generally seen their levels of funding increase dra- 
matically. The NDP has consistently had strong fund-raising capability, 
while the fund-raising strengths of the Progressive Conservative and 
Liberal parties have been greatest when these parties have held office. 
This demonstrates, therefore, that the Act’s contribution limitations 
have not hindered the ability of parties to raise substantial funding. 
While tensions between central party organizations and constituency 
associations have existed, and still do, the evidence suggests that par- 
ties over time have demonstrated strong abilities to raise enough fund- 
ing to undertake effective party and campaign activities. 

The influence of the Act, however, extends far beyond this find- 
ing. Tables 2.2 and 2.3 indicate that in the 10 years following 1975, the 
pattern of party financing changed significantly. While total contribu- 
tions from major contributors (those donating more than $100) increased, 
the proportions attributed to the major donor types changed signifi- 
cantly. The proportion of such total funding received by the Progressive 
Conservative and Liberal parties from corporations declined from 
76 percent and 69 percent respectively in 1975 to 59 percent and 61 per- 
cent respectively in 1985. The proportion of such total funding received 
by the NDP from trade unions also declined, from 30 percent in 1975 to 
18 percent in 1985. Concurrent with this development was a general marked 
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Table 2.1 
Total contributions to political parties (including constituency associations) 
(constant July 1990 dollars) 


Progressive Conservative Liberal New Democrat 
1976 3 270 906 340 714 1 602 727 
1977 5 336 088 1 387 599 1 351 568 
1978 3 321 550 549 158 1 149 566 
1979 4927 621 1390 142 2 584 817 
1980 5 672 737 1 568 462 2 809 966 
1981 11762 510 5 814 007 3 234 278 
1982 6 164 260 2 122 971 3 940 468 
1983 6 823 956 1937 411 3 604 414 
1984 7817 412 1 841 038 3 592 027 
1985 12 688 266 5 938 016 4 289 515 
1986 2 523 946 1 807 921 2 334 472 
1987 4 474 288 7 469 546 3 123 329 
1988 1 177 746 2 858 049 2 389 446 


Source: Ontario, Commission on Election Contributions and Expenses, and Commission on 
Election Finances, Annual Reports. 


increase in the proportion of total party funding from individuals. In 
1975, individual contributions over $100 accounted for 23 percent of 
Conservative funding, 31 percent of Liberal funding and 65 percent of 
New Democrat funding. By 1985, these figures had become 41 percent, 
39 percent and 79 percent respectively. Equally marked was the abso- 
lute increase in the numbers of donors. In 1975, the Conservatives 
received a total of 3 749 donations of more than $100 from corporate con- 
tributors, with the Liberals receiving a total of 1 386. By 1985, these fig- 
ures had increased to 6 144 and 3 507 respectively. In 1975, the NDP 
received donations of more than $100 from 225 trade unions and locals, 
and in 1985, this figure had increased to 537. The most dramatic 
increases, though, were in the number of individual contributors. In 
1975, the Progressive Conservatives received a total of 2 200 contribu- 
tions over $100 from individuals, the Liberals 1 398 and the NDP 898. By 
1985, these figures had jumped to 7 547 for the Tories, 4 392 for the 
Liberals and 6 034 for the New Democrats. 

These figures reveal a number of dynamics. Corporate donations 
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Table 2.2 


Contributions received in excess of $100 by each registered political party and its 
associations and candidates 13 February 1975 to 18 January 1976 


(based on returns filed to September 1, 1976) 


Progressive Conservative Liberal New Democrat 
No. $ No. $ No. $ 
Contributions by corporations 
Party . 761 1097 637 170 579040 9 4475 
Riding associations 541 203 781 276 96 298 Spagenlg27 
Candidates 2447 834050 940 309173 37-9 658 
Total 3749 2135 468 1386 984511 51 15760 
Contributions by unions 
Party - — _ - 52 36786 
Riding associations ~ _ — — 44 14166 
Candidates — — a ~ 129 45928 
Total _ ~ ~ — 225 96 880 
Contributions by persons 
Party 212 = 105 256 170 88550 366 82 361 
Riding associations 318 96645 343-97 136 134 33 787 
Candidates 1670 462 432 885 256 285 398 91 145 
Total 2200 664333 1398 441971 898 207 293 
Grand total 5949 2799801 2784 1426483 1174 319933 


Source: Ontario, Commission on Election Contributions and Expenses (1976). 
Note: Figures are based on returns filed to 1 September 1976. 


were still very important to the Progressive Conservative and Liberal 
parties, accounting for most of their total funding, yet the relative impor- 
tance of this source of funding has declined. Given the support that the 
Act provides to individual donors and the encouragement that these par- 
ties have given to these donors, it seems fair to say that never again 
will these parties be criticized for receiving 90 percent of their funding 
from corporate contributors. Furthermore, because of the limitations 
on corporate donations, these parties must expand their fund-raising 
activities directed toward corporate donors if they wish to maintain 
strong levels of such donations. And this these parties have done — they 
more than doubled their numbers of corporate contributors over the 
first decade the Act was in effect. 

Moreover, the three major parties have successfully broadened the 
base of their financial support by increasing the numbers of their indi- 
vidual contributors and, consequently, the proportion of funding 
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Table 2.3 
Contributions received in excess of $100 by each registered political party and its 
associations and candidates, 1985 


Progressive Conservative Liberal New Democrat 
No. $ No. $ No. $ 
Contributions by corporations 
Party 2084 1677 162 1 629 1505 193 12° 99: 150 
Riding associations 1066 388794 388 132710 16 5875 
Candidates 2994 971501 1490 441 648 95 32926 
Total 6144 3037 457 3507 2079 551 123 47951 
Contributions by unions 
Party = — = = 88 86513 
Riding associations 4 2 000 _ - 112 47424 
Candidates 11 3 750 On 1-500 337 119 912 
Total 15 5 750 af, 1500 537 253 849 
Contributions by persons 
Party 3362 936 934 1759 643335 4779 814485 
Riding associations 1037 269060 463 110 831 35 8901 
Candidates 3148 880926 2170 557385 1200 300564 
Total 7547 2086920 4392 1311551 60341 123950 
Grand total 13706 5 130 127 7904 3392602 66941 425 750 


Source: Ontario, Commission on Election Finances (1986). 


Note: Unfortunately 1985 was the last year in which the Commission made available these useful 
tables. 


attributed to individual donors. One of the prime goals of the Camp 
Commission and the 1975 legislation was to promote more widespread 
popular funding of parties and thus greater public participation in the 
routine activities of parties. In relative terms, this goal has been achieved, 
yet questions do remain about the degree of public participation now 
found in the party system. Is it a significant step toward the democra- 
tization of this system in particular or of the political system in general? 

In the first 10 years under the Act, all parties witnessed great 
increases in the number of major individual contributors donating more 
than $100. The Progressive Conservatives experienced a 343 percent 
increase in such individual donors, the Liberals a 314 percent increase 
and the NDP a 672 percent increase. Officials from all three parties rec- 
ognize that individual contributors have become very important to the 
financial well-being of their parties, more so than was ever the case 
prior to 1975 or even in the years immediately following promulgation 
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of the Act. This increasing role for individual contributors has been 
applauded by the Conservative and Liberal parties, who stress that the 
encouragement given to individuals to contribute has helped to democ- 
ratize these parties, to enhance liaison between party élites and the 
“rank and file” and to eliminate the domination of party financing by 
a few wealthy interests. Spokespersons for the NDP have also sup- 
ported the increased involvement of individuals in that party’s fund- 
raising system, though these persons stressed that the NDP has had a 
mass-based contribution system from its inception, that union receipts 
never dominated party financing and that the party never had to worry 
_about corporate contributions impugning the integrity of the party.4 

The enhanced role of the individual contributor can be attributed 
to a number of the provisions of the Act and its related legislation. 
Officials from all three major parties have recognized that the tax credit 
provisions found in the Ontario Income Tax Act are a great incentive to 
individual donations. As a former Conservative cabinet minister com- 
mented, “The income tax credit is the thing that has really given the 
process the impetus. It’s a pretty good selling point, particularly in the 
last half of the year” (Ontario, CECE 1982b, 128). Moreover, since the 
tax credit benefits the modest rather than the large donor, the system 
directs parties to seek donations not only from wealthy individuals but 
also from supporters of modest means, most of whom would never 
have been targeted for a contribution prior to 1975. Thus, the tax credit 
process has broadened the entire perspective of fund-raising. 

A subsidiary effect of the tax credit process is that it encourages 
political actors not organized into parties and constituency associations 
to develop such organizations in order to benefit fully from the tax 
credit provisions. Registered candidates may dispense tax credit receipts 
for campaign contributions only during election campaign periods. 
Registered parties and constituency associations, however, may engage 
in year-round tax-creditable fund-raising, and therefore, these organi- 
zations have a far greater ability to finance their political activities than 
do independent political actors. 

Furthermore, the increase in solicitation of contributions can be 
attributed directly to the contribution limitations found in the Act. The 
strict limitations on corporate, union and individual donations forced 
the parties to widen their bases of possible donors and to expand the 
means to secure such donations. This dynamic especially affected the 
Conservative and Liberal parties. In 1975, these organizations effec- 
tively lost their traditional form of financing - collecting a relatively 
small number of very large contributions. Under the new system, these 
parties had to solicit numerous contributions from all possible donors 
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in order to make up the shortfall caused by the elimination of unre- 
stricted corporate fund-raising. The effect of this was significant increases 
in the number of both corporate and individual contributors to these 
parties.° This limitation on corporate contributions did not affect the 
New Democrats but the limitation on union contributions did have a 
similar effect on this party, leading it to stress the need to enlarge its 
base of individual contributors.® 

Along with a general increase in fund-raising, there have been 
changes in the nature of fund-raising. While solicitation of corpora- 
tions and individuals attending party events has continued, the need 
to expand the number of donors, especially the number of individual 
donors, has led all parties to develop a number of “modern” fund- 
raising techniques. Two of the most significant have been direct mail 
campaigns and fund-raising dinners. The Conservatives and the New 
Democrats were quick to seize upon the opportunities associated with 
direct mail solicitations to enhance their individual contribution fig- 
ures, and they have maintained such campaigns to the present day. The 
Liberal party, however, was slow to embrace this fund-raising tech- 
nique because of its limited membership base in the late 1970s as well 
as a general lack of central party organizational funding, but it too came 
to engage in direct mail fund-raising by the mid-1980s.” The other major 
technique has been the fund-raising dinner because a portion of the 
ticket price constitutes a donation. The Act makes provision for such 
fund-raising, and according to various party officials, this fund- 
raising technique has become highly popular, especially among 
constituency associations. These dinners have provided a relatively 
easy and entertaining way to raise funds.® 

The foregoing introduces a fascinating development resulting from 
the reforms inaugurated by the Election Finances Reform Act. One of the 
major effects of the Act was the revitalization of party constituency 
associations. The Camp Commission found that, prior to 1975, riding 
associations had been weak and ill organized (Ontario, Commission 
on the Legislature 1974, 2). The reformed process of fund-raising estab- 
lished by the Act breathed operational life into the associations of all 
major parties, making them, collectively, major actors within each party. 
Historically, constituency associations had been dependent upon their 
central party offices for the financing of constituency-level electoral 
campaigns and other activities, but because the Act recognized con- 
stituency associations as legal entities capable of raising funds on their 
own, the riding associations of all parties quickly became significant 
fund-raisers in their own right. After only four years under the Act, 
the combined constituency associations of all three major parties had 


55 
OFPNITPASRTIOn PTACRETTY? “AGNED CAMPAIGN FINANCE 


become quite wealthy: Progressive Conservative constituency associ- 
ations had funding receipts of $823 640, or 46 percent of their central 
party’s total funding; NDP associations had funding receipts of $718 058, 
or 59 percent of their central party’s total funding; while Liberal asso- 
ciations had funding receipts of $349 087, or 68 percent of their central 
party’s total funding level (Ontario, CECE 1980, 33). 

In addition to the funds derived from the more open contribution 
system, constituency associations also benefited from the candidate 
reimbursement provisions of the Act. These subsidies, which amounted 
to an average of $6 060 per eligible candidate in 1975 and an average 
of $8 634 per eligible candidate in 1987, have greatly enhanced the finan- 
cial strength of riding associations and thus the activities of these asso- 
ciations. In 1975, candidate reimbursements totalling $2 056 302 were 
divided among all eligible candidates. In 1987, candidate reimburse- 
ments totalled $3 125 780 (Ontario, CECE 1975; Ontario, Commission 
on Election Finances (CEF) 1988). These subsidy payments have been 
used for many purposes, from discharging campaign debts to estab- 
lishing funds for future campaigns and financing general riding activ- 
ities (Ontario, CECE 1982b, 136-39). Moreover, the subsidy has enhanced 
the ability of opposition parties, which usually have fewer financial 
resources than the governing party, to mount effective campaigns in 
ridings other than their traditional bases of support. In the mid-1980s, 
officials from both the Liberal and New Democratic parties affirmed 
this and stressed that the subsidy had been “important” in the organi- 
zational growth of their riding associations and a “crucial part” of the 
local campaigns waged by these associations (ibid., 138). It is not sur- 
prising that Tory officials echoed this sentiment in 1990.? 

While the Act has been successful in accomplishing the objective 
of increasing the financial strength and consequent organizational 
power of riding associations, this has not occurred without problems. 
As constituency associations in all three major parties grew in wealth 
and power, tensions arose between the riding and central party organ- 
izations. These tensions were most prevalent within the Progressive 
Conservative and Liberal parties but were also present within the NDP. 
The basic tension stemmed from the central party’s desire to tap into 
the wealth of its richest constituency associations to fund its year-round, 
provincewide activities, while most constituency associations wanted 
to retain their funds for their own local use. The result was internal 
party conflict between the centre and the ridings about the control and 
use of money. This tension was most pointed within the Liberal party 
in the early 1980s, when the central party organization was unable to 
raise sufficient funds to fully finance its permanent political activities 
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(Ontario, CECE 1982b, 169-70). The New Democrats also experienced 
such problems, especially since their central party had always been 
funded by the constituency associations (ibid., 172-73). In the late 1980s, 
even the Conservatives had to experience this unpleasant tension, for 
that party’s central organization had to find funds to repay a $4 million 
debt while having to engage in routine party activities including elec- 
tion campaigns.!° 

The financial tensions led the parties to agree to an amendment to 
the Act, obtained in 1986, which entitled the central party organiza- 
tions themselves to a campaign reimbursement. Therefore, by virtue 
of section 46(6) of the Act, every registered party is entitled to receive 
5 cents per elector in all ridings in which the party polls more than 
15 percent of the popular vote. In 1987, this provision enabled the Liberal 
party to receive roughly $303 000 in public funding, while the NDP 
received $253 000 and the Progressive Conservatives $232 000 (Ontario, 
CEF 1987b). This amendment is one of the major new initiatives to 
enhance the public funding of parties in general and the financial 
strength of central party organizations in particular. 

The financial tension between central party organizations and their 
constituency associations, however, should not be exaggerated. Party 
officials are uniformly pleased with the enhanced financial and organ- 
izational health of constituency associations and the increased role these 
bodies can play in the political process. Moreover, the transitory finan- 
cial problems central party organizations will experience at certain times 
should not distract from the recognition that under the current financ- 
ing system, all major parties have, over the past 16 years, become 
wealthier, more capable of funding their activities and more capable of 
undertaking effective election campaigns. One of the Camp Commission’s 
key objectives had been to provide recommendations designed to ensure 
that despite all the restrictions on contribution-making and disclosure, 
the major parties would still have access to sufficient funding to enable 
them to mount credible provincewide election campaigns. Spokespersons 
for the three major parties have asserted that this objective has been 
met. 

The contribution-making process, of course, cannot be evaluated 
apart from the disclosure process. Although limitations on contribu- 
tions went far to eliminate the reality and perception of the corrupting 
influence of “big business” and “big labour” on the activities of par- 
ties and governments, these limitations needed to be augmented with 
strict provisions of disclosure. 

The process of disclosure found in the Act and administered by 
the Commission has met these objectives. Officials from all major par- 
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ties have commented on how open their financial affairs have become 
under the Act’s requirement that all contributors giving $100 or more 
must be identified. This openness allows the parties to scrutinize each 
other and call the attention of the media and the general public to any 
“questionable” findings. It also encourages political actors to diversify 
their fund-raising while allowing them to defend themselves more rig- 
orously from allegations of conflict of interest.!* 

Representatives from all three major parties have stressed that 
because of disclosure and the public/media review of the financial 
affairs of their parties, it was in the best public relations interests of 
their parties to ensure that the pattern of fund-raising undertaken by 
their organizations was “balanced” and “reasonable.” These terms were 
then defined in relation to fund-raising and stressed a mix of financial 
support from individuals and corporations in the cases of the 
Conservative and Liberal parties or a mix of individual and labour sup- 
port for the NDP. In all cases, the officials mentioned that to maintain 
popular respect, the parties had to demonstrate they were funded by 
a variety of social forces. Moreover, the social force primus inter pares 
was the general public, so all parties sought financial support from 
individuals, thereby attesting to the public appeal of their parties.! 

The point about the defence of political actors against allegations 
of conflict of interest is also important. The disclosure of all major finan- 
cial contributions has allowed parties, constituency associations and 
candidates to show publicly where their funding comes from and where 
it does not. Before disclosure, political actors were likely to be attacked 
for having undesirable funding patterns, leading to allegations of cor- 
ruption. Furthermore, with a fund-raising system in which donors were 
guaranteed anonymity, political actors had limited ability to reply to such 
allegations. With disclosure, however, these actors can now explicitly 
name the sources of their funding and, because of the limitations on 
contributions, can effectively argue that their party or constituency 
association or candidate, or all three combined, cannot be swayed by 
donations (Ontario, CECE 1982b, 124—26). 

With disclosure, then, the financing of parties became less myste- 
rious, more diversified and a matter of public record open to informed 
analysis, criticism and rebuttal. Officials from all three major parties 
believe that this knowledge, combined with openness, has removed 
the taint from the process of party financing and has improved public 
confidence in the integrity of political parties.’ 

These effects have been the principal legacy of the entire Ontario 
party and campaign system over the past 16 years. Whereas prior to 
1975 the system had been viewed as suspect, the reforms of 1975 changed 
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the nature of the system for the better. These reforms, furthermore, 
have been applauded not only by the parties but also by interested aca- 
demics, the media and, to a degree, the general public.!° The current sys- 
tem of political financing in Ontario, while far from unproblematic, is 
less susceptible to the influence of wealthy interests and more open 
than ever to the involvement of ordinary citizens. 


The Elements of Doubt 

While the reformed Ontario party and campaign finance system has 
been effective in meeting the main goals set for it at its inception, the 
system has not been without problems and criticism. Some of these are 
of long-standing origin, others have emerged only recently; some remain 
problems for the system, others have been resolved through legislative 
amendment, though amendment has led to new criticism. 

One major issue confronting the contribution-making process is 
the degree to which it has promoted public participation in the politi- 
cal process. Although the numbers of individual contributors to the 
major parties dramatically increased from the mid-1970s through the 
mid-1980s, this is not necessarily evidence of a major shift in the degree 
of popular participation in the activities of parties and their constituency 
associations. Although more individuals are now involved in the finan- 
cial affairs of parties than prior to the passage of the Act, in relation to 
the electorate in the province, the number of persons making major 
contributions to political parties remains extremely small. In 1975, the 
total provincial electorate was 4 901 837, yet in 1976, the total number 
of individuals making contributions over $100 to political parties was 
but 2 435. In 1985, the total provincial electorate stood at 5 950 295, but 
in that year the total number of major contributors was only 18 288 
(Ontario, CECE 1976, 13; Ontario, CEF 1986a, 19). Moreover, the question 
as to whether contribution-making constitutes serious participation 
and involvement in party politics must be addressed. 

In dealing with this matter, Commission representatives from the 
three major parties unanimously agreed that contribution-making does 
not constitute political participation in the activities of parties and con- 
stituency associations. The simple giving of money is not the same as 
direct involvement in the running of a party apparatus and in the tak- 
ing of a party’s message to the general public. It is these latter actions 
that constitute political participation, and all three representatives 
admitted that their supporters are not nearly as participatory as they 
should be.1¢ 

This criticism respecting the Act’s impact on democratic partici- 
pation, however, does not undermine its success in promoting greater 
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public involvement in giving to the major parties. As outlined above, 
the Act has worked well to diversify the type and broaden the scope 
of party financing. This was the main goal of the Act and this has been 
achieved. In expecting the legislation and its administration to greatly 
enhance public participation in the political process, thereby democ- 
ratizing the entire process, the Camp Commission was simply guilty 
of naivety. 

Beyond these general issues, various analysts have identified a num- 
ber of more technical problems concerning the working of the Act. One 
problem with the Election Finances Reform Act that still remains a concern 
is that the limits on allowed contributions under the Act make no 
allowance for inflation. Under the Act, these figures can only be altered 
to take account of inflation by statutory amendment. This has occurred 
once, in 1986, at which time the annual contribution limits were raised 
from $2 000 to $4 000 for each registered party and from $500 to $750 for 
any registered constituency association or candidate, with a maximum 
total limit of $3 000 directed to constituency associations (Ontario Election 
Finances Act, s. 19). This process of very intermittent amendment has 
been attacked by leading officials from all three major parties over the 
past 10 years because it causes contribution limitations to become overly 
restrictive and outdated. These analysts believe that the limitation fig- 
ures should be indexed to the cost of living as measured by Statistics 
Canada’s Consumer Price Index. In this manner, the value of permit- 
ted contributions would remain constant despite the effects of inflation 
and without the need for annual amendments to the Act. Although the 
Commission never endorsed indexation because it believed periodic 
amendment with legislative debate was sufficient and more desirable 
than automatic increases, current members of the Commission and its 
senior staff are in favour of indexation and of recommending to the gov- 
ernment that the Act be so amended.” 

Another problem concerns the timing of the release of campaign dis- 
closure reports. Under the Act, all parties, constituency associations 
and candidates must file with the Commission financial statements 
showing campaign contributions and expenditures no later than six 
months after polling day. Certain academic analysts feel that the salu- 
tory effect of public knowledge of campaign contributions to political 
contestants would be maximized if such disclosure were to occur prior 
to an election.!® In sucha system, as followed in many American states, 
opposing parties and candidates, the media and ultimately the elec- 
torate would have the opportunity to review the financial affairs of all 
electoral participants and to draw any conclusions deemed fit prior to 
the casting of ballots. 
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Disclosure of this sort would provide the electorate with more infor- 
mation upon which to make a considered vote and would be an incen- 
tive to all political actors to ensure that their financial affairs not only 
conform to the law but are well within the bounds of reason as under- 
stood by the general public. The Commission, however, has refrained 
from endorsing pre-election disclosure on the grounds that adminis- 
trative difficulties would be imposed upon both political actors and 
the Commission through the need to prepare and review such disclo- 
sure statements in the midst of an election campaign. Despite these 
objections, however, a number of members of the Commission, includ- 
ing New Democratic and Liberal representatives, support the concept 
of pre-election disclosure, so the matter may yet become a subject of 
future consideration and reform.!? 

Yet another problem raised by Progressive Conservative and Liberal 
party officials has centred upon the treatment of trade unions under 
the Act. The legislation and its attendant regulations permit parties to 
use paid voluntary labour without it being considered a contribution. 
In other words, the Act allows for people to take paid leaves of absence 
from their regular employment in order to work in election campaigns, 
without the value of this labour being considered a contribution, pro- 
vided volunteers do not receive from their employer compensation in 
excess of what they would normally receive (ibid., s. 1). Over the past 
decade, officials from both the Progressive Conservative and Liberal 
parties have argued that this provides an undue advantage to the New 
Democrats, since they frequently receive the paid voluntary labour of 
numerous trade union officials during election campaigns.”° Again, 
NDP members have challenged this criticism by stressing that all par- 
ties are free to make use of this provision; and, very likely, all parties 
do.”! The ability of the NDP to secure the support of numerous trade 
union paid volunteers is simply evidence of this party’s good rapport 
with trade unions and nothing more. As with the debate on trade union 
contributions to parties, a majority of the Commission members believe 
this provision reflects a historic compromise between corporate and 
union contribution-making rather than a surreptitious benefit to one 
party; with a New Democratic government in power, it is doubtful this 
approach will change. 

One other concern of note respecting the contribution-making 
system has only recently been identified by staff with the Commission. 
According to Commission officials, the transfer payment provisions of 
the Act, allowing for the unlimited transfer of funds from central admin- 
istrative offices of a party to its constituency associations and vice versa, 
are a serious loophole in the contribution limitations established by the 
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Act. Under the transfer provisions, contributors can donate to one 
branch of a party and stipulate that the donation be transferred to 
another branch so that a contributor, with the connivance of party offi- 
cials, could indeed exceed the contribution limitations for specific dona- 
tions.*? Officials of the major parties have been reluctant to admit that 
such fraudulent actions occur, while they do say that intraparty trans- 
fers of funds affect only a small portion of party finances and that ulti- 
mately, once money has been given, it becomes party money. As such, 
a party’s central office and its constituency associations are free to 
manoeuvre that funding as they deem fit.2? Because it is difficult for 
the Commission to detect such contribution fraud and because there 
are valid reasons for the existence of the transfer provision, it seems 
unlikely that the potential for fraudulent behaviour could ever be elim- 
inated unless the provision is abolished.‘ It is unlikely that the parties 
would support such an abolition. 


The Starr Affair 
While the above problems have attracted the attention of various actors 
and observers of the Ontario political finance system over the past 
16 years, none have equalled the notoriety and significance of a series 
of events known as the Starr affair. While it is fair to say that the issues dealt 
with above have not excited public interest in the party and campaign 
finance system in this province, the same cannot be said of the events 
associated with the Starr affair. The provincial and national media have 
reported widely on this story; an Environics public opinion poll from 
August 1990 indicated that as a result of this scandal, 61 percent of 
Ontarians believed that the making of illegal political donations and 
other forms of violations of the contribution-making process estab- 
lished by the Election Finances Act were widespread; and finally, vari- 
ous political commentators have stressed that the Starr affair played a 
significant role in the defeat of the Liberal government in the general 
election of September 1990.”° 

As with most political scandals, the Starr affair gained public atten- 
tion through a series of articles published in the media. In February 
1989, the Globe and Mail reported that the National Council of Jewish 
Women (NCJW), a charitable organization under the direction of Patricia 
Starr, had made various political contributions contrary to the federal 
Income Tax Act, which prohibits such contributions from charities.7© 
Subsequent reports alleged, among other accusations, that Ms. Starr had 
a close association with the Liberal government in Ontario, that she 
and the NCJW had given numerous donations to various Liberal MPPs, 
that some of these donations contravened the contribution limitations 
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found in the Act, that certain of these contributions were directed 
through nominal donors in contravention of the Act, that at least one 
constituency association chief financial officer had engaged in “receipt 
splitting,” a questionable activity under the Act, and that various con- 
stituency associations had filed deliberately incorrect financial state- 
ments with the Commission.?’ 

By June 1989, the media allegations and the opposition parties’ crit- 
icisms of the government's alleged unethical behaviour had reached 
such a crescendo that Premier Peterson established a judicial inquiry to 
investigate and report upon these various allegations of impropriety. 
This inquiry soon became embroiled in jurisdictional challenges to its 
competency, which eventually resulted in the Supreme Court of Canada 
ruling, in April 1990, that the inquiry’s terms of reference were uncon- 
stitutional and a violation of federal criminal law powers.”° Following 
this ruling, the police and the Election Finances Commission resumed 
their investigations. As a result, various criminal charges (fraud, con- 
spiracy and uttering) were laid against Ms. Starr and other actors in 
the scandal, while the Commission preferred 75 charges against Ms. 
Starr and others for alleged violations of the Election Finances Act.”? 

Prior to the trial on the election finance charges, which was held in 
March 1991, the Commission dropped 42 of the 75 charges for want of 
sufficient evidence. This action resulted in Ms. Starr being the only indi- 
vidual required to face charges before the Provincial Division of the 
Ontario Court. At trial a further 22 charges were dismissed for insuffi- 
cient evidence. Of the 11 counts that were tried, Ms. Starr was acquitted 
on three but convicted on eight counts of exceeding contribution limi- 
tations and of breaching the proper format for making contributions. 

In passing sentence, the provincial court judge described Ms. Starr’s 
conduct as “deliberate, willful, arrogant and reckless of the conse- 
quences.” He continued: “in my view these are not minor matters. This 
statute is an important statute and persons engaging in political fundrais- 
ing have a special responsibility to follow it.” For violating this trust, 
Ms. Starr was fined $3 500. In the subsequent trial on the Criminal Code 
matters, she was convicted of fraud and breach of trust respecting mis- 
use of charitable funds and sentenced to penal incarceration for six 
months (Globe and Mail 1991). 

Since these charges were sub judice during the writing of this study, 
the officials interviewed were not asked to comment on issues and 
problems associated with particular charges. This study will thus offer 
no commentary on the specific matters brought before the courts. Despite 
this limitation, certain events and dynamics of the Starr affair can be used 
to evaluate the integrity of the party and campaign finance system. 
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By far the greatest problem with the political finance system revealed 
by the affair involved the regulation of contributions from a single 
source. Pursuant to section 20 of the Act, no person, corporation or 
trade union may contribute funds not actually belonging to the con- 
tributor. Through this provision, the drafters of the legislation sought 
to ensure that wealthy contributors could not evade the contribution lim- 
itations of the Act simply by routeing their funding through any num- 
ber of nominal donors. The problem with such a provision, however, 
lies in its enforcement. How is the Commission to know that no sec- 
ond party has actually provided the funding for any given contribution? 
How is the Commission to be assured that contribution limitations are 
actually being obeyed and not systematically violated? At best, these 
questions highlight the difficulty confronted by the regulator; at worst, 
they indicate a flaw within the legislation open to perpetual abuse. 

The Starr affair took this theoretical problem and made it a very 
real one. Questions were raised about whether donations made by per- 
sons associated with the NCJW actually derived from personal funds or 
the wealth of the organization. There were allegations that certain con- 
stituency associations engaged in receipt splitting (asking would-be 
contributors to redraft contributions in excess of the limitations by 
dividing them among nominal contributors). Finally, the media ques- 
tioned whether alleged indictable violations were isolated or routine. 
If the Commission, through its investigations and indictments, actu- 
ally cracked a major scandal, can it assure the public that similar past 
or present scandals have not gone unnoticed? 

Commission members and officials admit that the Commission can 
never know for certain whether section 20 of the Act is being violated 
or not. As one leading Commission official said, this section of the Act 
“can never be definitively enforced” simply because the Commission 
is unable and unwilling to police and audit the actions of tens of thou- 
sands of contributors and thousands of party officials. The rigorous 
enforcement of this provision could only be accomplished “with an 
army of auditors, the election finance police force,” the deployment of 
which would be prohibitively expensive as well as demoralizing to the 
vast majority of contributors and party officials who are honest and 
abide by the letter and the spirit of the Act.3° Commission officials stress 
that honesty is the key to the integrity of the finance system. According 
to Donald MacDonald, the current chair of the Commission, the entire 
contribution-making process found in the Act is ultimately based upon 
the “honour system.” Contributors are deemed to be acting in good 
faith unless proven otherwise. Only if the Commission becomes aware 
of questionable activities through its routine audits of financial 
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statements will it engage in intensive investigations of the probity of par- 
ticular financial activities.?! 

This approach, according to MacDonald, his staff and members of 
the Commission representing all three major parties, is eminently rea- 
sonable. All these officials have stressed that in its 16-year history, the 
Commission’s experience has been that the vast majority of contribu- 
tors and fund-raisers under the Act are law-abiding. As MacDonald 
said, prior to the Starr affair there had been only a few investigations 
of deliberate contraventions of the Act, leading to only four charges 
and convictions. Furthermore, the chair and his staff commented that 
this limited number of in-depth investigations leading to charges was 
not evidence of slack law enforcement by the Commission. On the con- 
trary, they considered the routine audit procedures established by the 
Act and its regulations very effective. All financial statements filed with 
the Commission, MacDonald has argued, must be reviewed by the 
chief financial officer filing the statement, an independent professional 
auditor and the Commission’s auditors. Moreover, all such statements 
become public documents, open to review and scrutiny by the public, 
the media and political opponents.*? While much can be done to improve 
the presentation format of this information, especially with regard to 
the provision of aggregated reports of individual and corporate con- 
tributions, the general effect of the review process, according to the 
chair, is that illegitimate financial activity is going to be uncovered: 
“Anybody who thinks they can violate the Act and get away with it is 
as naive as people who think they can plunk down a dollar and win the 
lottery” (Toronto Star, 12 August 1990, B1). 

Echoing these sentiments, Commission officials commented that 
the agency’s own internal audit function has always been quite effec- 
tive in uncovering problems with financial returns, which are usually 
inadvertent, while having the potential to detect serious abuses. With 
regard to the deliberate violation of section 20, these officials proclaimed 
that crucial elements of the review and investigation process are pub- 
lic and media scrutiny and the resultant complaints regarding sus- 
pected illegalities. As one official forcefully argued, any violation of 
section 20 involves a conspiracy; the broader the violation, the greater 
the number of individuals involved in the conspiracy. Human nature 
being what it is, the greater the number of persons involved ina secret, 
the greater the likelihood of the secret not remaining one for long. And 
with publicity comes the investigative role of the Commission. In fact, 
the inability of the alleged conspirators in the Starr affair to maintain 
confidentiality was the key reason the scandal first became public 
knowledge.*4 Because they can review and audit financial activities 
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against a backdrop of public scrutiny, Commission staff are confident 
they can detect abuses of the legislation, as was the case with the Starr 
affair, and that periods of relative quiescence are truly periods of time 
in which the law is being obeyed. 

While the Commission believes that the Starr affair does not reveal 
any fundamental weaknesses in the Act or its administration, the gen- 
eral public and leading political figures do not concur. A clear major- 
ity of Ontarians believe that the contribution-making process is subject 
to widespread abuse. In relation to this belief, no doubt, various polit- 
ical leaders have stressed that the political financing system is in need 
of significant reform. In June 1989, Premier David Peterson announced 
that although he had previously believed in the integrity of the sys- 
tem, because of increasing revelations from the Starr affair he was “pre- 
pared to look at the laws and see if there are ways we can improve 
them because I think the integrity of those laws and the enforcement of 
those laws is extremely important” (Globe and Mail, 19 June 1989, A18). 
At the same time, then Opposition Leader Bob Rae announced that he 
was dissatisfied with the working of the system and that reform was 
“crucial” (ibid.). 

Various reforms advocated by political actors and observers have 
included more severe penalties for those guilty of violating the Act; 
stricter reporting and audit provisions for parties, constituency asso- 
ciations and candidates; stricter limits on private contributions and 
more public funding of political parties; and an expanded public edu- 
cation role for the Commission. All of these proposals are interesting 
and have caused actors within the political financing system to reflect. 

Most people agree that the schedule of penalties within the Act 
should be changed. Most actors want the level of fines substantially 
increased both to take account of inflation and to provide a stiffer dis- 
incentive to would-be lawbreakers.°> Likewise, certain officials with 
major parties have called for more rigorous reporting and audit pro- 
visions for constituency associations and central party organizations.°° 
Opinion on this proposal, however, is divided: some advocates of this 
approach have stressed the need to ensure more accurate reporting and 
scrutiny of financial transactions, while other actors and observers are 
sceptical and hesitant to increase the administrative burden already 
borne by chief financial officers and fund-raisers. Current Commission 
members, representing all three parties, have been quick to point out 
that the officials involved in constituency association work are all vol- 
unteers, that the volunteer ethos is integral to the viability of such asso- 
ciations, that the regulations under which these volunteers currently 
operate are already quite complex and that the imposition of even more 
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complexity may discourage people from undertaking this important 
work. As more than one Commission party representative has argued, 
it is wrong to draft draconian regulations applicable to all party activists 
when only a tiny minority of these actors is at fault.>” 

Similar reasoning surrounds reform proposals aimed at increasing 
the limitations on private contributions while enhancing the degree of 
public funding for parties. Although Premier Bob Rae has spoken in 
favour of reform along these lines, no detailed suggestions have been 
rendered. It is interesting to note, however, that current Commission 
members, representing all parties including the NDP, are on record as 
opposing any reform that prohibits corporate or trade union contribu- 
tions to political actors. Commission members have argued that the 
current contribution system is not in such a state of abuse as to warrant 
the drastic action of prohibiting major social institutions from sup- 
porting their favourite political parties.78 

Opinion is divided, too, with regard to increased public funding. 
The issues here are very complex. New Democratic and Liberal mem- 
bers of the Commission support some form of increased public subsi- 
dies to parties as a means of reducing their dependence on private 
fund-raising and, therefore, of lessening the possibility of scandals 
such as the Starr affair occurring in the future.>? Conservative members 
of the Commission, though, oppose this initiative.4? All party 
members recognize, however, that this policy option entails complex- 
ities. The tough questions involve the determination of how much pub- 
lic funding to accord to parties as well as the eligibility of parties for 
such funding. The greater the amount of public funding provided to 
parties, the higher the proportion of party financing accounted for by 
the state and, therefore, the less involved is the general public in party 
financial support. Various analysts have claimed that this dynamic 
would harm parties by weakening the connection between them and 
the mass public, thereby vitiating one of the prime purposes of the Act, 
the encouragement of broad public involvement in party financing.*! 
Moreover, increased public funding would likely necessitate the recon- 
sideration of party access to such funding. Various smaller parties have 
long argued that the 15 percent standard of eligibility is too high 
for small parties and that it discriminates in favour of the older, 
established parties. Lowering this standard, however, leads to con- 
cerns that public funding would go to candidates with a low level of 
popular support. The state would then be in the position of promoting 
special interest candidates and perhaps perpetuating certain political 
actors who would not have the popular support to survive without 
such funding.*? This policy issue is so complex that the Commission 
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has not yet taken a definitive position on amending the public 
funding process. 

Opinion is much more uniform on the issue of an increased public 
educational role for the Commission. Both party representatives with 
the Commission and staff have stated that this function is important 
and should be augmented in the future. It is hoped that through edu- 
cation directed at both the general public and party officials, the 
Commission can promote knowledge of the Act and its regulations, 
leading to greater understanding of the political financing system and 
to even greater obedience to the provisions of the legislation.* Although 
they consider the educational role important, senior Commission offi- 
cials nevertheless contend that it and any other legislative or adminis- 
trative reform will not necessarily lead to a well-run system of political 
financing. As MacDonald has argued, the integrity of the system depends 
upon the integrity of the individuals acting within the system. Thus, 
the continued success of the provincial party and campaign finance sys- 
tem is ultimately to be determined not by legislative and administrative 
pronouncements and reforms but by the values, attitudes and beliefs that 
motivate the actions of the people within the system. 

One final aspect of the Starr affair deserves mention. The process 
of investigation by the Commission and the laying of charges high- 
lighted a serious weakness in the Commission’s administrative power. 
Under the Act, the office of the provincial attorney general must approve 
the laying of charges, and responsibility for prosecution rests with 
crown attorneys in the judicial district in which charges are laid. The 
problem with this structuring of lines of responsibility, in the view of 
certain Commission staff members, was that it impinges on the inde- 
pendence of the Commission. Simply put, the Commission does not 
have full, independent authority to prefer charges and to oversee the 
carriage of its cases. The attorney general, moreover, is placed in an 
apparent conflict of interest situation in that he or she may have to rule 
on indicting either political foes or allies of the governing party. Indeed, 
it would be theoretically possible for the attorney general to have to rule 
on laying charges against him- or herself. The Starr affair saw some of 
these theoretical issues become practical problems. In this case, the 
office of the attorney general had to consent to indicting officials and 
supporters of the attorney general’s own party. While Commission 
officials have been reluctant to discuss the operational relationship that 
developed between the agency and representatives of the attorney gen- 
eral, one Commission official remarked that the relationship “was not 
smooth.”45 Subsequently, MacDonald and other senior staff argued 
that in order to ensure the Commission’s operational independence, 
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it must have sovereign authority to lay charges as it deemed fit, and the 
carriage of such charges should be the responsibility of counsel retained 
by the Commission itself.*° This will likely be high on the list of rec- 
ommended legislative amendments the Commission submits to the 
government. 

As a postscript to the Starr affair, it is to be noted that Donald 
MacDonald is pleased with the general results of Ms. Starr’s trial 
on the election finance-related charges. In the opinion of the chair, 
the convictions illustrate to all concerned that the Act and its adminis- 
tration are important and that the Commission will enforce the Act 
through its prosecutorial powers when deliberate breaches are 
discovered. The deterrent effect of the Starr prosecution is thus not to 
be underestimated.*” 


THE EXPENDITURE LIMITATION SYSTEM 
Although the Starr affair attracted both élite and mass attention to the 
nature and workings of the contribution-making process established 
by the Election Finances Act, the subject that has historically attracted most 
critical review has not been the contribution process but rather the 
expenditure limitation process created by the Act. 

As outlined earlier, the Election Finances Reform Act of 1975 estab- 
lished a limited regime of campaign expenditure limitation. Under that 
Act, the only restrictions on such expenditures related to commercial 
advertising undertaken during the three weeks preceding the day prior 
to polling day. Apart from this limitation, parties, constituency associ- 
ations and candidates were free to spend any amount of money they 
deemed necessary to promote their political causes. 

Throughout the late 1970s and early 1980s, these narrow expendi- 
ture limitation provisions came to define the major point of dispute 
between the governing Progressive Conservative party and the oppo- 
sition parties over the merit of the political financing system. Leading 
Liberal and New Democratic party officials attacked the Act’s expend- 
iture provisions as being woefully inadequate and as providing the 
Conservative party with undue electoral advantage because of its abil- 
ity to raise greater funds than other parties. In 1982, former Liberal 
leader Stuart Smith was incensed: “The last election was purchased ... 
Those saturation advertisements that the Conservatives ran represented 
the largest single media buy in Canadian media history. Even General 
Motors never bought that concentrated an amount of television for the 
introduction of its new products. That was absolutely obscene” (Ontario, 
CECE 1982b, 163-64). 

Former New Democratic Party leader Michael Cassidy seconded 
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these sentiments. Also speaking in 1982, he said, “We (New Democrats) 
ran into the problem that exists in any democracy — where one party has 
got what amounts to unlimited access to campaign funds. The party 
closest to the people with the money has a built-in, if not insuperable 
advantage ... It is certainly clear that in all three elections that I have 
been involved in since 1975, the financial advantage has played a great 
role in helping the Conservatives hang on to their position” (Ontario, 
CECE 1982b, 164). 

The practical dynamic to which these men and their colleagues 
were reacting was that the governing Progressive Conservative party 
was consistently and quite dramatically outspending each opposition 
party in every election fought under the Election Finances Reform Act. 
In the general election of 1981, for example, total campaign expendi- 
tures for the Conservatives amounted to $7 412 934; for the Liberals, 
$3 664 086; and for the NDP, $2 038 297. Furthermore, the opposition par- 
ties were outraged at the amount of campaign spending undertaken by 
particular Tory candidates. In London South, Gordon Walker spent 
$77 881 on his winning campaign, Thomas Wells spent $65 141 on his 
victorious campaign in Scarborough North, and Larry Grossman, who 
had the single largest campaign expenditure, spent $90 552 on his win 
in the riding of St. Andrew-St. Patrick. By comparison, the average 
campaign expenditures of candidates for all three major parties dur- 
ing this election was $21 242; the average for all Tory candidates was 
$32 534. Although the New Democrats had no candidate whose expend- 
itures came close to matching the calibre of Conservative “big spenders,” 
it should be noted that two Liberals, namely Ian Scott in St. David and 
David Pretty in Oriole, spent $72 717 and $40 623 respectively in two 
losing campaigns. Both candidates significantly outspent their 
Conservative rivals (Ontario, CECE 1982a, 1982b). 

The ultimate effect of such patterns of campaign spending, the 
opposition parties contended, was that the Progressive Conservative 
party was able to influence public opinion and gain electoral support 
simply because of its advertising and general campaign expenditure 
programs. Bernard Nayman, the New Democrat's provincial auditor, 
put the matter quite bluntly: “In this day and age, money means votes. 
Spending today, especially in the media, carries with it a lot of votes” 
(Ontario, CECE 1982b, 156-57). Leading officials of both opposition par- 
ties called for strict limitations on all campaign spending. Both parties 
stressed that the system of expenditure limitation found in the federal 
electoral legislation was wise and effective, and that the establishment 
of such a system in Ontario would promote the principles of fairness, 
openness and democracy found in the Election Finances Reform Act but 
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only imperfectly realized through the existing expenditure provisions 
(ibid., 155, 157). About the Act, Stuart Smith caustically remarked: “By 
far the biggest problem is the fact that there is no limit on spending. It 
is like saying ‘Apart from that Mrs. Lincoln, how did you enjoy the 
programme?’ ... As long as people get away with the kind of obscene 
spending that has been going on in these elections, the Act is not achiev- 
ing its intent. It is doing some good, but not achieving its intent” 
(Ontario, CECE 1982b, 156). 

Not surprisingly, the Progressive Conservative party strongly 
objected to the positions advanced by the opposition. According to the 
Tories, the absence of comprehensive expenditure limitations was not 
detrimental to the Act, since the prime purpose of the legislation was 
not the equalization of electoral opportunity but rather the elimination 
of undue influence being exerted over parties, candidates and MPPs 
through the contribution-making process. Numerous Conservative offi- 
cials feel that strong limitations on contributions, coupled with disclo- 
sure, eliminate the need for expenditure restrictions.*® 

Entrenched within this approach to campaign expenditures were 
two key ideas. One was that a party should be allowed to spend the 
funds it had legitimately raised subject to the limitation on advertis- 
ing found in the Act. All Progressive Conservative party officials 
accepted the propriety and necessity of contribution limitations, yet 
they also believed that this limitation adequately addressed the prob- 
lem of wealthy interests dominating political activities. Furthermore, 
if a party could raise more funds than its opponents, this was just an 
indication of that party’s superior organizational skill as well as of its 
popularity. If that party wanted to spend its wealth in an election cam- 
paign on regulated commercial advertising as well as other means of 
promoting its political cause, so be it. The Conservatives simply per- 
ceived a general restriction on campaign expenditures as nothing but 
blatant discrimination against strong, well-organized parties in the 
name of an equality of condition designed to protect weak parties from 
capable competition.” 

In contrast to opposition arguments, Conservatives believed cam- 
paign spending had no appreciable effect on the voting behaviour of 
electors. Conservative party officials would often proclaim that there 
was no strong correlation between the amount of money spent in a 
campaign and electoral success. The election returns, they asserted, 
provided numerous examples of candidates who outspent their oppo- 
nents, yet lost.°° If money spent determined electoral success, then the 
NDP should hardly ever have won a seat. That they did illustrated that 
electoral success was contingent upon matters beyond overwhelming 
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wealth. Tories argued then, as they still do, that the determinants of 
electoral success were the strength of a party’s legacy; the strength of 
its electoral platform; the credibility of its leader and its candidates; 
and the general ability of a party, its leader and its candidates to instil 
confidence in the electorate by providing them with a vision for the 
future. These elements, Tories have argued, and not the amount of 
money spent, determine who wins elections.>! 

While there is much merit in the Tory approach of stressing the 
importance of factors other than spending in determining voting 
behaviour, and while there was much evidence to suggest that there 
was no simple correlation between campaign expenditure and elec- 
toral success, the Conservatives eventually lost the battle over expend- 
iture limitations. The Liberals and New Democrats strongly supported 
comprehensive limitations during electoral campaigns in order to equal- 
ize competition among parties; when these two parties had their chance 
to change the policy, they acted. 

Their opportunity came in 1985 when the Progressive Conservative 
government led by Frank Miller was defeated on a nonconfidence 
motion and Liberal leader David Peterson was called upon to form a gov- 
ernment. The Liberals had assured themselves of New Democratic sup- 
port for their government through the unprecedented move of agreeing 
to an accord with the NDP whereby the new government pledged to 
undertake certain legislative reforms in return for a commitment of 
New Democratic legislative support for a period of two years. One of 
the provisions of the accord stipulated that the Liberal government was 
to amend the Election Finances Reform Act to establish a regime of strict 
election campaign expenditure limitations binding upon all parties, 
constituency associations and candidates (Spiers 1986, 164). 

This commitment led to the amendment of the Act in 1986. Although 
this amending bill had a number of provisions, its dominant thrust was 
to provide for restrictions on campaign spending. Under the Election 
Finances Act of 1986, total campaign expenses incurred by a registered 
party or by any person, corporation, trade union, association or organ- 
ization acting on behalf of that party during any campaign period must 
not exceed, in aggregate, the amount determined by multiplying 
40 cents by the number of electors entitled to vote in all constituencies 
in which the given party is fielding candidates (Ontario Election Finances 
Act, s. 39(1)). With regard to local candidates and constituency associ- 
ations, total allowable campaign expenditures incurred by the candi- 
date, constituency association or any other person, corporation, trade 
union or other group acting on behalf of the candidate or constituency 
association must not exceed an aggregate dollar figure determined by 
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multiplying two dollars by each of the first 15 000 eligible electors in 
the given electoral district, then one dollar by each elector over 15 000 
but not exceeding 25 000, and 25 cents by each elector in excess of 25 000 
(ibid., s. 39(2)). With respect to candidates in the six largest northern 
ridings, the Act provides for these candidates to spend up to an addi- 
tional $5 000 above the given limit if they so desire (s. 39(3)). 

This system of expenditure limitation has now been used in two 
provincial elections, with relatively favourable results. Because the 
most recent provincial election occurred in September 1990, financial 
data for that campaign are, as yet, unavailable; statistics from the 1987 
general election, however, reveal that expenditure limitations are ful- 
filling their purpose. In this election, the three major parties were each 
entitled to spend roughly $2 400 000 on provincewide party cam- 
paigning. In practice, the Liberal party spent $2 351 759, the Progressive 
Conservatives $1 960 807 and the NDP $1 381 823. For constituency cam- 
paigns, the average allowable expenditure limit was roughly $45 000. 
In practice, most candidates experienced no problem in campaigning 
with this limit; the average candidate and association expenses for the 
Liberal party were $36 350, for the Conservatives $27 529 and for the 
NDP $18 772. Overall, total candidate and constituency association cam- 
paign spending for the Liberal party amounted to $4 339 939, for the 
New Democrats $2 242 581 and for the Tories $3 277 470. The grand 
totals of all campaign spending by these parties were, therefore, 
$6 691 698 for the Liberals, $5 238 277 for the Conservatives and 
$3 624 404 for the NDP (Ontario, CEF 1987a). In contrast, in the 1985 gen- 
eral election, which in terms of campaign spending was the most expen- 
sive election in Ontario history, total campaign spending by the 
Conservatives amounted to $13 074 207; by the Liberals, $5 639 063; 
and by the New Democrats, $4 863 021 (Ontario, CECE 1985). 

The expenditure limitations in place during the 1987 provincial 
election demonstrably curtailed the escalation of election campaign 
spending. With limitations on such spending and with no party able 
to dramatically outspend any other, the issue of campaign manipula- 
tion through campaign expenditure has ceased to exist. This does not 
mean, however, that party, constituency association and candidate 
expenditures are now unproblematic. As Joseph Wearing (1990) 
has suggested, parties witnessed significant increases in their non- 
campaign spending between 1985 and 1987. In 1985, such expenditures 
for the Conservatives amounted to $2 592 791; for the Liberals, $827 969; 
and for the New Democrats, $374 700. In 1987, such expenditures for 
the Conservatives amounted to $4 141 113; for the Liberals, $7 931 624; 
and for the New Democrats, $4 616 692. Total party spending in 1985 
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was thus: Conservatives, $15 666 998; Liberals, $6 467 032; and New 
Democrats, $5 237 721. In 1987, it was Conservatives, $9 379 390; Liberals, 
$14 623 322; and New Democrats, $8 241 096 (ibid., 228-30). Two points 
here deserve comment. First, it is difficult to restrict only certain types 
of party spending and expect to see total party spending decline. Parties 
are adept at finding ways to promote their interests by circumventing 
regulations. Between 1985 and 1987, all parties increased non- 
campaign, hence unregulated, spending, the Liberals and New 
Democrats greatly increasing these expenditures. The effect of this 
spending on electoral outcome, moreover, is as questionable as that 
respecting campaign spending. Just as there is no unequivocal corre- 
lation between campaign expenditures and electoral success, neither 
is there any correlation between non-campaign expenditures and elec- 
toral success. Indeed, only a comprehensive limitation on total annual 
party, constituency association and candidate spending could effec- 
tively regulate and restrict general party expenditures. Second, the Act 
was designed only to limit spending during campaign periods, the 
periods when such spending was believed by the Liberals and New 
Democrats to be most influential. With regard to this objective, the Act 
has fulfilled its purpose. 

There is discontent, however, with specific terms of the Act. The 
Act provides that various matters be exempt from being considered 
campaign expenses. Most of these exemptions, such as nomination 
costs, candidates’ deposits, and auditors’ and accounting fees, are 
noncontroversial. However, the Act exempts from limitation all 
“expenses incurred in relation to the administration of the political 
party or constituency association” (Ontario Election Finances Act, 
s. 1(1)(g)). In 1986, the Commission determined through its guideline- 
making process that this provision captured all party research and 
public opinion polling undertaken by parties and candidates during 
an election campaign (Ontario, CEF 1986b, G-24). The rationale for 
this move at the time was that such spending provided parties with 
the intelligence needed to conduct effective electoral campaigns. It 
was held, moreover, that this activity was of real concern only to 
central party offices, that all parties engaged in such activities equally, 
and that the level of spending for this research and polling was not 
excessive.°? 

Currently, however, Commission members representing the New 
Democrats and the Liberals question the desirability of this provision. 
The New Democrats historically opposed the exemption as being a 
serious loophole in the Act that enabled parties to engage in signifi- 
cant spending and provided them with a great opportunity to engage 
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in party promotion under the guise of “research” and “public opin- 
ion.” While the Liberal party has traditionally supported the exemption, 
Liberal representatives on the Commission have expressed reserva- 
tions about it for the same reasons advanced by their New Democratic 
colleagues.°? Representatives of the Conservatives, though, remain 
unimpressed by these criticisms; they argue that such spending is nec- 
essary and valuable in campaigns and should not be restricted by the 
state.°4 Because the Commission chair also supports the elimination of 
this exemption, it seems likely that the current balance of opinion on 
the Commission is in favour of this action. 

A further exemption from the scope of the expenditure limitations, 
in contrast, has united all party representatives on the Commission in 
calling for reform. The Act does not regulate or restrict government 
advertising during campaign periods. While this matter had been a 
point of controversy between the governing party and the opposition 
parties in the early 1980s, it has not been a prominent issue lately, 
arguably because of restraint in government advertising during recent 
election campaigns.°> Yet, the issue remains, and it has elicited critical 
commentary. Representatives from all three major parties feel that unre- 
stricted government advertising during campaign periods does pro- 
vide the governing party with a promotional opportunity not shared 
by opposition parties, thereby placing the former at an advantage. In 
an effort to eliminate this problem and to ensure that all parties com- 
pete as equals during election campaigns, party representatives with the 
Commission have advocated that the Act be amended to provide for 
restrictions as currently found in Manitoba and Saskatchewan, namely 
that government advertising during election campaigns be restricted to 
informational advertisement deemed necessary to the public interest.>° 
Again, given the balance of opinion on the Commission on this issue 
and given the general reformist orientation of the New Democratic 
government, it seems likely that such a recommendation for reform 
would be favourably received by the government. 

The final issue requiring analysis here is the one that will probably 
attract the most attention, critical comment and passion over the next 
few years. As on the federal stage, a system of campaign expenditure 
limitations applicable to parties and candidates and their supporters 
inevitably leads to concerns about special interest campaign advertis- 
ing. These are concerns about whether this advertising violates the 
practice and theory of expenditure limitations, how it should be regu- 
lated, if at all, and whether such regulation constitutes an infringement 
of the freedom of expression as guaranteed under the Canadian Charter 
of Rights and Freedoms. 
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The practical attention devoted to this issue in recent years, how- 
ever, is not the result of perceived abuses relating to special interest 
advertising during the last two provincial elections fought under expend- 
iture limitations. Commission officials and party representatives unan- 
imously agree that this type of advertising played a very limited role 
in these election campaigns. While the Commission has not maintained 
any statistics on advocacy activities and spending, independent research 
augmented with educated estimations does corroborate this general 
opinion. In the 1990 election, for example, four major groups launched 
election advertising campaigns: a combination of teachers’ federations; 
a combination of the Ontario Medical Association and five health care 
unions; the Canadian Auto Workers; and the National Citizens’ 
Coalition. The teachers’ group reportedly had planned expenditures 
of $250 000, while the medical group had budgeted $50 000. Both the 
Canadian Auto Workers and the National Citizens’ Coalition have been 
reluctant to divulge the amount of their advertising spending, but in each 
case, it probably did not exceed $100 000.°” 

These figures pale in comparison with reported expenditures by 
special interest groups in the 1988 federal election. In that campaign, total 
special interest spending amounted to $4.5 million. Pro-free trade 
groups reportedly spent $3.4 million; anti-free trade groups spent 
$800 000.°8 Although such spending patterns have not been witnessed 
in Ontario, the debate sparked by the latest federal election regarding 
such expenditures has entered into the consciousness of leading polit- 
ical actors and observers of the Ontario electoral system, and this devel- 
opment has led to the establishment of certain strongly held and 
antagonistic positions. 

Senior Commission officials believe that in order to fulfil the pur- 
pose and intent of expenditure limitations, all special interest expend- 
itures must be restricted. They advocate a basic policy that all spending 
by a special interest group must be authorized by a registered party or 
candidate; that all unauthorized spending should be prohibited; and that 
these groups should be unable to invoke any “good faith” defence per- 
taining to the expression of opinion on matters of general public inter- 
est.°? Without such a regulatory approach, MacDonald has said that 
expenditure limitations become pointless, since parties and candidates 
can simply channel spending through “friendly” interest groups. Once 
one party or candidate takes this step, so the argument goes, others 
will follow, with the result being a Canadian replication of the laissez- 
faire system of special interest spending found in the United States that 
has turned American electoral politics into a process open only to the 
wealthy and in which wealth can determine electoral success. 
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Unrestricted special interest advertising is thus a threat to the very 
raison d’étre of expenditure limitations. 

The regulation of special interest spending finds varying levels of 
support among Liberal and New Democratic Commission members. 
Liberal members support such restrictions for the reasons advanced 
by MacDonald, but NDP members are torn.°! However, they do agree 
that unregulated special interest advertising has the potential to vitiate 
the principle and practice of expenditure limitations and that it enables 
wealthy interest groups, primarily business groups, to exert influence 
over public opinion during election campaigns. Moreover, NDP repre- 
sentatives believe that both élite and rank and file opinion within their 
party would probably support the prohibition of special interest adver- 
tising to promote the principle of equality of condition in campaign 
activity and to ensure that special interest advertising campaigns like 
those observed in the 1988 federal election or American elections could 
not come to exist and influence Ontario’s electoral politics. These rep- 
resentatives fear that without regulation, the next provincial election will 
witness an unprecedented initiative by business groups to use all means 
at their disposal, including advertising, to attack the NDP and to instil 
fear in the hearts of Ontario electors. Although there have not been 
extensive special interest advertising campaigns in the last two elec- 
tions, there is fear that this will not be the case next time. Despite these 
opinions, however, one NDP representative had reservations pertain- 
ing to the issue of freedom of expression involved in this area of pol- 
icy consideration. 

Any attempt by the state to regulate or prohibit special interest 
campaign expenditures can result and has resulted in criticism and 
legal challenge on the grounds that this action constitutes a violation 
of the freedom of expression as guaranteed under the Canadian Charter 
of Rights and Freedoms. The argument here is that individuals and groups 
have an unfettered right under the Charter to express their points of 
view on political matters at any time, including election campaigns. 
Furthermore, the expression of public opinion is healthy in a pluralist 
democracy, so restrictions on this right must be carefully considered. To 
date, special interest advertising has not created problems serious 
enough to warrant limitations on this right, which could be “demon- 
strably justified in a free democratic society” (Hogg 1985, 718). 

As witnessed on the federal stage in 1984, this logic was accepted 
by the Alberta Court of Queen’s Bench in the case of National Citizens’ 
Coalition Inc. v. Canada (Attorney General) in which the restriction on 
special interest expenditures was ruled unconstitutional under the 
Charter. In Ontario, Progressive Conservative party members gener- 
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ally hailed this decision as being sound and just, and as appropriately 
upholding the liberty of individuals and groups to express themselves, 
free from state intervention and control.© The civil libertarian aspect 
of this decision was so strong, in fact, that it attracted support from 
across the political spectrum, with some members of the NDP and the 
Liberal party expressing concern over legislative restrictions on such 
special interest expression.™ 

The degree of New Democratic and Liberal reservation over special 
interest expenditure restriction, however, should not be overestimated. 
As Commission representatives for these parties concede, general 
opinion within these parties favours state-imposed restrictions on these 
expenditures. Moreover, leading Commission officials, including the 
chair, strongly believe that state-imposed restrictions on special inter- 
est advertising can withstand judicial review. MacDonald contends 
that the Supreme Court of Canada would likely have upheld the 1983 
amendment to the Canada Elections Act as constituting “reasonable lim- 
its” to the Charter on the grounds of maintaining equity and balance 
within the electoral process. Because the chair and a majority of the 
Commission members consider this policy matter important and because 
the NDP favours regulation, it is to be expected that an initiative to 
amend the Election Finances Act by restricting special interest campaign 
expenditures to those authorized by registered parties will be high on 
the agendas of both the Commission and the government. Judicial 
review will presumably follow, perhaps by way of constitutional ref- 
erence. The Supreme Court of Canada will ultimately be called upon 
to resolve the constitutional legitimacy of such expenditure limitations. 
Developments in Ontario will thus probably attract nationwide atten- 
tion of all observers concerned with this issue. 


REGULATION OF LEADERSHIP CAMPAIGNS 
While the 1986 amendment to the party and campaign finance system 
is most noted for its provisions respecting the imposition of limitations 
on campaign expenditures, one other provision of the amendment 
deserves attention. With the Election Finances Act of 1986, Ontario became 
the first jurisdiction in Canada to impose financial disclosure provi- 
sions on the activities of party leadership contestants. The Act stipulates 
that all contestants must themselves register with the Commission prior 
to accepting any contribution for use in the leadership contest (Ontario 
Election Finances Act, s. 15(1)). A party holding a leadership convention 
must itself register this fact with the Commission, indicating the date 
the convention is called and the date of the leadership vote. The legis- 
lation furthermore stipulates that registered leadership candidates must 
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maintain records of all income received and expenses incurred during 
the leadership campaign period, that contributions to these campaigns 
are not eligible for tax credits, that all contributors donating over $100 
be identified and that all this information be filed with the Commission 
within six months after the contest so that it becomes a matter of pub- 
lic record (ibid., ss. 35(1), 43(4)). It is to be noted that the regulation of 
leadership contests involves only the public disclosure of total cam- 
paign receipts and expenses, and the naming of major contributors. 
The Act does not restrict the source of contributions or the total amount 
that any one contributor may donate, nor does it restrict the expendi- 
tures that any leadership contestant may incur during a leadership 
campaign. 

The rationale for these provisions was founded upon the under- 
standing that leadership campaigns were not totally the private affairs 
of the respective parties. Rather, such campaigns, especially those of 
the major parties, have important public overtones because those 
selected as leaders will become major actors on the political stage, per- 
haps as Leader of the Official Opposition or even Premier. At the very 
minimum, party leaders play a major role in shaping the nature of the 
parties they command, and they influence the course of public debate 
on the policy direction of the province. For these reasons, the Legislature 
believed it was important for the Ontario public, through the work of 
the Commission, to be made aware of the financial relationships between 
contestants, especially victorious contestants, and major individual, 
corporate and trade union backers. Furthermore, the Legislature believed 
that these disclosure provisions would induce leadership contestants 
to diversify their stock of contributors out of fear of being criticized for 
being too closely associated with a small set of financial interests. 
Diversification would ensure that leaders are beholden to no single 
interest or clique of interests, thus enhancing public confidence in the 
integrity of the political system. 

To date, only the Progressive Conservatives have undertaken the 
entire process; the Liberals have just begun. Moreover, because the 
required financial statements do not need to be filed with the 
Commission until six months following the close of the contest, the 
reports for the Conservative campaign, at the time of writing, were not 
available for analysis, so a review of the working of these legislative 
provisions is necessarily limited. A number of points, though, are wor- 
thy of attention. First, this system of disclosure is open to one of the 
same criticisms made of the general disclosure system found in the Act - 
that the disclosure emerges too late in the process. Preliminary disclo- 
sure should occur prior to the leadership vote. This proposal falls open 
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to the criticism that such pre-ballot disclosure would put serious admin- 
istrative strains on the campaign organizations of leadership contes- 
tants.°” The counterclaim, in turn, would be that administrative problems 
would not be insurmountable and that pre-ballot disclosure is far more 
valuable to leadership convention delegates, and ultimately the general 
public, than disclosure six months after the fact. 

Second, while Commission representatives from all three major 
parties support the leadership disclosure provisions found in the Act, 
not one of them expressed support for extending state regulation into 
the process of leadership selection. Contribution and expenditure lim- 
itations for leadership contestants could be justified on the same grounds 
as the general provisions respecting these matters, yet no party repre- 
sentative or Commission staff official supported such a move. The 
party representatives uniformly contended that, apart from public con- 
cern respecting disclosure, the leadership selection process was an 
internal party affair best left to the care and management of the parties 
involved. As for concerns about possible conflicts of interest that may 
arise through the contribution-making process or about problems that 
may develop through excessive spending, the representatives all felt 
that these matters can best be resolved through self-regulation and 
party discipline.® Given this uniformity of opinion, it is unlikely that 
the Act’s provisions respecting leadership campaigns will be the focus 
of reform in the near future. 


CONCLUSION 

The Ontario party and campaign finance system as established under 
the Election Finance Reform Act of 1975 was a child of scandal. Fifteen 
years after the promulgation of that legislation, the system found itself 
enmeshed in another scandal. However, the evaluation of the system's 
merit must not be based simply upon recent developments and prob- 
lems. Full understanding and appreciation of the party and campaign 
finance system in Ontario necessitate knowledge of the origins of the 
system, the administrative and regulatory apparatus established to 
implement the system, and the many dynamics that have marked the 
working of this system over the past 16 years. 

The political financing system currently found in Ontario was 
developed to remedy specific problems associated with party and cam- 
paign financing, and to provide a behaviour system designed to fore- 
stall future problems. The ultimate criteria for evaluating the worth of 
this system then must be the following: Has it indeed fulfilled its objec- 
tives of opening the process of contribution-making, thereby circum- 
scribing and limiting the influence of a few wealthy financial interests 
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over the activities of parties and candidates? Has it revitalized parties 
at all levels of organization by providing them with sufficient funding 
with which to undertake their activities? Was the system of expenditure 
limitation properly designed and administered to allow parties to com- 
pete effectively while eliminating the fear of wealth vitiating the fair- 
ness of electoral activity? Is the Commission capable of fairly and 
effectively overseeing the regulation of this entire system? 

In reviewing these matters, one can not only gain a deep under- 
standing of the Ontario system of political financing and its strengths 
and weaknesses, but also develop a heightened appreciation of the 
types of problems such systems confront, the variety of administrative 
responses available to deal with such problems, and the success and 
failure of the responses. As such, the Ontario experience can provide 
useful insight into the theory and practice of political financing, its 
reform and the related issues and problems. 

Generally, yet most significantly, this study finds that the party and 
campaign finance system in Ontario has served the purposes for which 
it was established. The contribution limitations effectively regulate and 
restrict the amounts that any contributor may give, while the disclo- 
sure stipulations provide for public awareness of all major contribu- 
tions. These provisions have been instrumental in eliminating the ability 
of small numbers of very wealthy interests to influence the activities of 
candidates and parties, and thus of MPPs and government, through 
confidential donations of large sums of money to these political actors. 
The prime objective of the Camp Commission — to eliminate the influ- 
ence of “big money” through the contribution-making process — has 
thus been met. This objective, moreover, has been achieved in a man- 
ner definitely beneficial to political parties. The contribution limita- 
tions coupled with tax credit provisions have encouraged parties to 
seek out financing from a wide range of possible contributors while 
encouraging those interested in making modest donations to do so. 
The result has been an increase in the total number of contributors com- 
pared with the pre-1975 system, with individual contributors playing 
a greater role in the financing of parties than before 1975. The 
contribution-making system has thus had the effect of encouraging and 
broadening the base of popular financial support enjoyed by parties. This 
broadened base has, in turn, enabled parties to raise ample funding to 
finance their electoral and broader political activities. 

Finally, the reformed contribution-making process has breathed 
life into constituency associations. Prior to 1975, these organizations 
had been at best marginal institutions, but under the Act, they have 
become important elements of all three of the major parties. Constituency 
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associations have become active in ongoing fund-raising, local politi- 
cal undertakings and electoral campaigning. As a result of the Act’s 
formal recognition of constituency associations, these are now legal 
entities requiring a permanent administrative structure, which pro- 
vides them with the legal powers to engage in permanent fund- 
raising. This, of course, has enabled well-run riding associations to 
amass funds to promote local political activities, provide varying levels 
of support to central party organizations, and encourage citizens’ 
involvement in the political process. Formal, legal recognition of local 
riding associations has thus demonstrated real and potential benefits 
to the political life of Ontario. 

No analysis of the contribution-making process within Ontario 
is complete without devoting critical attention to the Starr affair. The 
events surrounding this scandal thrust the political financing sys- 
tem in this province into a crisis of legitimacy and highlighted the 
manner in which the contribution-making process can be, and 
allegedly has been, abused. A number of lessons can be learned from 
these developments. First, no contribution-making process or regula- 
tory system can ever be guaranteed to be free from abuse. Second, the 
Starr affair demonstrates the effectiveness of the regulatory enforce- 
ment process within the system as much as it demonstrates how the 
system can be violated. The Act is always open to abuse, yet great dif- 
ficulties confront those seeking to violate the Act and to escape detec- 
tion and punishment. A whole host of audit and observation forces 
maintain both formal and informal scrutiny over those involved in 
the contribution-making process. 

In addition to contribution limitations, the regulatory system in 
Ontario provides for campaign expenditure limits; in practice, these 
limits show further successes and problems in Ontario’s political financ- 
ing system. Ontario’s experience with such limitations has been gen- 
erally positive. Although there is still debate over whether these 
limitations are necessary, the record indicates that two of the three major 
parties in this province support such limitations, while the third can 
live with them. All major parties feel that the limitations do not harm 
their ability to take their message to the electorate and that they equal- 
ize the competitive strengths of the parties. Whether excessive cam- 
paign spending ever did constitute a threat to fair competitive elections 
in Ontario, campaign expenditure limitation does ensure that no party, 
now or in the future, could ever gain an electoral advantage because of 
money spent. Thus, the limitations fulfil their prime objective. 

Special-interest campaign expenditure, however, remains an issue. 
Although there is no conclusive evidence linking either party or 
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interest-group campaign expenditures to voting behaviour, numerous 
analysts fear that interest-group advertising can influence electors. 
Furthermore, since business groups have far greater resources to devote 
to special-interest advertising than do “social reform” groups, there is 
fear that the direction and substance of public debate may be skewed 
in favour of the interests of the wealthy corporate élite rather than of 
ordinary electors. The presence Of special-interest campaign spending 
vitiates the spirit and practice of party and candidate limitations: through 
such activity, these actors may easily establish, or be compelled to estab- 
lish, allied, ostensibly “independent” support groups to promote their 
partisan interests free from the spending restrictions imposed upon 
parties, constituency associations and candidates. 

The result of this, so the argument runs, would be an escalation in 
the costs of political campaigning. This, in turn, leads to fears that effec- 
tive electoral activity would require parties, constituency associations 
and candidates to have enormous amounts of funding; only the wealthy, 
or those supported by wealthy interests, could successfully engage in 
electoral politics. Whether or not this belief is well founded, its very 
presence in political discourse on the merit of the electoral system is 
corrosive to the very integrity of this system. Just as party, constituency 
association and candidate expenditure limitations were viewed as being 
necessary to dispel beliefs that success in electoral politics was contin- 
gent upon wealth deployed, so it is that concern for the principle of 
equity in electoral campaigning must lead to the extension of expend- 
iture limitations to the activities of special-interest groups. Without 
such regulatory coverage, a gap does and will exist in the theory and 
practice of campaign expenditure limitations that will vitiate the pur- 
pose of the existing limitations and threaten public confidence in the 
moral worth of the electoral system overall. Restrictions on the cam- 
paign advertising activities of special-interest groups will affect their 
rights to freedom of expression under the Charter, and this is a matter 
of deep concern. However, the Charter does provide for limitations on 
rights in order to further social interests. The integrity of the electoral 
system is a social interest that merits such protection. 

Overall, a review of the Ontario experience will lead to the con- 
sideration of matters ranging from the nature of administrative organ- 
ization and the scope of regulatory coverage to the ethicality of such 
regulation. All this is simply the result of the state moving to admin- 
ister a field of human activity that is complex, replete with conflicting 
opinions and values, and important to any individuals, parties and 
groups concerned with the integrity of the political system. In this sense, 
electoral reform is a project not only of the Royal Commission on 


8 3 
ONTARIO PARTY AND CAMPAIGN FINANCE 


Electoral Reform and Party Financing but of all concerned individu- 
als, parties and groups. And its success will depend on the ability of all 
these forces to develop wise, just and reasonable reforms. The task is 
great, but it is simply commensurate with the project. 
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Terry Morley 


Ce TO POLITICAL moods found elsewhere in Canada has 
never been an inclination much valued in British Columbia. Thus, it is 
not surprising that successive governments of the province have failed 
to grasp the spirit of reform that followed the federal Report of the 
Committee on Election Expenses (Canada, Committee 1966). 

Instead British Columbia governments have maintained a regime 
that provides only modest regulation of party and election financing. 
The two major parties that operate within this regime are thereby able 
to develop and maintain very different patterns for raising funds, dis- 
tributing those funds between branches of the party and spending them 
on various political activities. The different patterns are in part a func- 
tion of a sharp ideological contrast between Social Credit and the New 
Democratic Party. But even more important, they result from the very 
different conceptions these two parties have of Canada. The Social 
Credit party has no formal ties to parties seeking federal office. The 
NDP sees Canada, and itself, as an integrated whole. The differences, 
which are pursued in this study, are reflected in means and modes of 
party finance. 

The major reforms of party finance, which seem to owe their exist- 
ence as much to the political scientist Khayyam Paltiel! as they do to 
sovereign legislatures and eager political parties, embody three funda- 
mental principles. These are: (a) there should be a provision of public 
subsidy for partisan political activity; (b) there should be legislated lim- 
its on contributions and expenditures made for the purpose of assisting 
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the capture of an elected public office; and (c) there should be public dis- 
closure of contributions and expenditures made to and by political par- 
ties and candidates for public office. 

The need for reform along these lines has been anticipated by many, 
including no less an authority on social and constitutional order than 
John Rawls. Professor Rawls argues that “political parties are to be 
made independent from private economic interests by allotting them 
sufficient tax revenues to play their part in the constitutional scheme” 
(Rawls 1971, 225-26). Three reasons for such a proposition emerge from 
the consideration of democratic theory put forth by Rawls. 

The first is a concern for equality. Serious candidates for public 
office should have a more or less equal opportunity of gaining office and 
require more or less equal resources to undertake the pursuit. It is 
assumed that candidates endorsed by parties, or at least by established 
parties, are serious. 

A second reason for reform arises from a traditional concern about 
the behaviour of public office-holders — the successful candidates. They 
are seen to properly serve the public good rather than to follow the 
behest of private interests. If it is assumed that he who pays the piper 
calls the tune, then it follows that the electoral piper should be sup- 
plied with public subventions rather than private donations. That would 
lessen any influence that powerful groups (business and labour groups 
for example) might have on politicians. It would also ensure that indi- 
viduals could not obtain favours from governments by virtue of their 
contributions to campaign war chests. Such favours would include 
government contracts, patronage appointments and access to govern- 
ment decision making. 

Third, there is a belief that adequate funding for the process of elec- 
toral office-seeking will stimulate political debate and that a wide and 
considerable debate on the issues of the day fits with broader notions 
of democratic mores which, in proclaimed democratic polities, are self- 
evidently in need of nurturing and strengthening. 

Such views have undoubtedly inspired the various instruments 
for reform of electoral politics in Canada that have been developed at 
the federal level and in most of the provinces over the last 20 years. 
And although the instruments of reform are not found in the same 
abundance in British Columbia as in other places, arguments on the 
nature of constitutional democracy have not been without influence. 
British Columbia is different, but not so different. 

The most important instruments of reform in Canada are found in 
different combinations in the different jurisdictions. The full catalogue 
contains the following eight: 
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1. Older reforms provide legislative injunctions prohibiting “cor- 
rupt practices such as the offering and acceptance of bribes, treat- 
ing — notably with intoxicating liquors —- and the conveyance of 
voters to the polling stations in particular circumstances” (Paltiel 
1970, 111). Following the Pacific Scandal candidates were made 
responsible for the expenditure of campaign funds through the 
appointment of official agents. Contributions are, for the most 
part, required to be made through the official agents. And assist- 
ing the election of a candidate for a “valuable consideration” or 
for present or future employment is considered a corrupt prac- 
tice (ibid., 113). All Canadian jurisdictions followed the federal 
government's lead in enacting these provisions in one form or 
another. 

2. A scheme of tax credits allows those who contribute funds to 
registered political parties or to candidates for certain public 
offices to request, at the time of filing an income tax return, that 
a portion of the contribution be returned to them as a deduction 
of tax owing or in cash if they should owe no tax. Since the pub- 
lic treasury forgoes revenue through this scheme, it may be con- 
sidered that such tax credits are a form of public subsidy. Nine 
jurisdictions, including the federal government, have adopted 
such a scheme. 

3. Direct cash subsidies are provided from the public treasury to can- 
didates for certain public offices and registered parties. Several 
formulas of eligibility are used in eight jurisdictions that pro- 
vide such subventions. 

4. Political advertising is regulated so that candidates for certain 
public offices and registered parties are more easily able to obtain 
broadcast time than are private advertisers. Some free time is 
made available. Broadcasters must provide additional paid time 
to candidates and parties on the basis of a formula that takes into 
account the number of legislative seats held by a party prior to 
the call of an election. In Manitoba and Saskatchewan, govern- 
ment advertising is regulated during the election campaign period. 

5. Political organizations are required to become registered parties 
to take advantage of the benefits outlined above. They also 
acquire certain obligations outlined below. 

6. The same eight jurisdictions that provide direct subsidies also 
impose some form of spending limit on registered parties and 
candidates for certain public offices. Four jurisdictions impose 
contribution limits, three of which, Ontario, Quebec and New 
Brunswick, also have spending limits. Ontario, Quebec and 
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Alberta limit contributions from out of province including trans- 
fers of funds from federal parties, and Quebec forbids parties 
and candidates from accepting donations from corporations, 
unions or anyone other than a Quebec elector. 

7. Eight jurisdictions require some form of public disclosure of 
individual contributions, including those made by corporate or 
other collective entities. Nova Scotia requires reports only of 
total contributions. Public disclosure is also required for certain 
political expenditures, particularly those made by candidates 
and parties during election campaigns. 

8. Ontario has a Commission on Election Finances [former title] 
with a general authority to oversee the process of the raising 
and spending of money for political purposes and with the 
power to impose penalties for noncompliance. In most other 
jurisdictions the chief electoral officer has a similar, if more 
restricted, authority, and generally operates with the public 
expectation that he or she will act independently of the govern- 
ment of the day in these matters. The courts in Canada may 
also grant relief from the breaching of the legislation, although 
in Ontario the Commission must give permission for certain 
prosecutions to proceed. 


THE REGULATORY REGIME 
In the light of the reforms outlined above, it makes sense to look first 
at what is missing from the regulatory regime in British Columbia 
before detailing what is actually in place. The British Columbia arrange- 
ment can be best understood in contrast to the arrangements that gen- 
erally prevail in other Canadian jurisdictions. In British Columbia: 


¢ No direct cash subsidies are provided from the public treasury 
to political parties or to candidates seeking election to the leg- 
islative assembly. 

° No legislated limits exist on spending during election campaigns 
or between elections. 

° No legislated limits have been set on contributions, nor is there 
a requirement to disclose individual contributions. 

e No commission has been appointed with a mandate to oversee the 
processes of political finance. 


Nevertheless, some rules are in place governing the spending and 
raising of moneys for the purpose of securing the election of candidates 
to the legislative assembly.* These are as follows: 
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1. The Corrupt Practices Prevention Act, in addition to prohibiting 
bribery and treating, required, three years before similar federal 
legislation, that candidates appoint official agents and that elec- 
tion expenses could be authorized only by the agent. A state- 
ment of expenses was required to be filed with returning officers, 
and a fine was provided for a failure to file. The filing of a false 
statement was declared to be a misdemeanour. In addition to 
this Act, three other pieces of legislation provided the rules for 
the election process after 1871.° The four acts were amalgamated 
in 1920 in the Provincial Elections Act, which provides the struc- 
ture for the modern Election Act. 

More recently, a significant alteration to the legislated under- 
standing of corruption in the raising of funds for political purposes 
in British Columbia was made by means of a 1961 amendment to 
the Labour Relations Act. This change prevented trade unions from 
using any portion of dues received by a check-off for political pur- 
poses. It went further and prohibited employers from checking off 
(deducting) dues from their employees to any trade union that 
would not give assurances in writing that no portion of the dues was 
being used for political purposes. This measure was quite obvi- 
ously directed at the New Democratic Party, and it caused a con- 
siderable controversy in the province (Paltiel 1970, chap. 7). It was 
repealed in 1973 after the election of an NDP provincial government. 

2. In 1979 the provincial income tax act was amended to provide 
tax credits for contributions made to recognized political par- 
ties and official candidates. This change followed the recom- 
mendations of the Royal Commission on Electoral Reform 
(BC Royal Commission 1978).4 The formula is the same as that 
provided in the federal income tax act. A portion of the aggre- 
gate amount contributed by an individual taxpayer in one year 
to a “recognized political party” or to a “candidate” (as defined 
in the Election Act) can be deducted from tax otherwise payable, 
according to the following scheme: 


(a) 75 percent of the aggregate if the aggregate does not 
exceed $100; 

(b) $75 plus 50 percent of the amount by which the aggregate 
exceeds $100 if the aggregate exceeds $100 and does not 
exceed $550; or 

(c) the smaller of 

(i) $300 plus 331/3 percent of the amount by which the 
aggregate exceeds $550 or 
(ii) $500. 
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“Recognized political party” is defined in the Act as “a bona 
fide affiliation of electors comprised in a political organization 
that has as a prime purpose the fielding of candidates for elec- 
tion to the Legislative Assembly.” There are provisions for the 
issuing of official receipts and for members of partnerships to 
claim portions of the amount contributed by the partnership. 

3. Regulations similar to those imposed on broadcasters by the 
federal regulatory agency (the CRTC) concerning federal elec- 
tions are also imposed for provincial elections, although British 
Columbia has no special rules to provide media access. 

4. British Columbia has long recognized the existence of political 
parties. This is important to note since such recognition feder- 
ally, and in most other provinces, has followed the reformist 
impulse aroused by Professor Paltiel and the Committee on 
Election Expenses. 

As early as 1920 the BC Provincial Elections Act required not 
only candidates, but also “central committees of political par- 
ties” to file returns of election expenses. The key provisions in 
the present Election Act are found in section 176, which reads as 
follows: 


(1) Within 60 days after polling day, the secretary and treasurer of the 
central committee of every political party, or other officers who 
acted in that capacity, shall transmit to the chief electoral officer 
a true return, in Form 29, or to the like effect, containing, as 
respects the political party, statements in detail of all 

(a) electoral expenses; and 
(b) disputed and unpaid claims of which the secretary or 
treasurer is aware. 

(2) A political party within the meaning of this section is an affilia- 
tion of electors comprised in a political organization which has 
expended money in the support of any candidate in the election. 


The Constitution Act (consolidated 14 November 1986) also attempts 
to define a “recognized political party” in section 1 as “an affiliation of 
electors comprised in a political organization whose prime purpose is 
the fielding of candidates for election to the Legislative Assembly.” 

It is true there is no formal scheme for the registration of political 
parties in British Columbia. Nonetheless party names are listed on the 
ballot at the direction of party leaders,° and the three similar defini- 
tions of party detailed above are available to assist the chief electoral 
officer in ensuring the appropriate political groups, and candidates for 
the legislative assembly associated with such groups, report expend- 
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itures as required by the Election Act. 

Of course the chief electoral officer has considerable discretion in 
interpreting the rules and in determining how vigorously he will enforce 
the rules. Section 174 states that no person shall be “engaged or 
employed for payment or promise of payment” for “the purpose of 
promoting or procuring the election of a candidate at any election,” 
and further that no person shall “pay or promise to pay any other per- 
son” for this purpose except as regards to: 


(a) the personal expenses of the candidate; 

(b) the expenses of printing and advertising, and the expenses of 
publishing, issuing and distributing addresses and notices; 

(c) the expenses of stationery, messages, postage and telegrams; 

(d) the expenses of public meetings; 

(e) the expenses of a central committee room, and of not more than 
one committee room in each polling division; 

(f) the expenses of transporting voters to and from polling places 
in the electoral district, but not from one electoral district to 
another electoral district; 

(g) the expenses incurred by the employment of clerks and scru- 
tineers. 


No doubt this provision was intended to prevent candidates from 
buying votes by offering employment; however, this section has not 
been rigidly enforced. It is true that the exceptions would allow for cer- 
tain employment, but in reality much of the work in modern elections 
performed by individuals drawing some form of salary or wage is, in 
a strict sense, under this interdict. It is not possible for a chief electoral 
officer to ignore this manifest reality. 

It is a little more surprising that the requirement that the return of 
expenses required of candidates and central committees be sworn, or 
affirmed, before a commissioner for taking affidavits is not enforced. 
It is perhaps understandable that a by-election candidate for a fringe 
party (The Human Race Party) can insist that “God is my witness.” It 
is more significant that the New Democratic Party central committee 
return for another by-election was witnessed by a party caucus employee 
who was not a commissioner, and that the NDP’s central committee 
return for the Point Grey and Nanaimo by-elections was made by way 
of an unwitnessed letter signed by a senior party official.’ 

But this does not mean that these returns are other than “true 
returns,” and in any event the penalty for breaching the disclosure 
sections of the Act is a fine of “not less than $200 and not more than 
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$1 000.” It does, nevertheless, raise some doubts about the reliability 
of the present system as a means of accurately disclosing campaign 
expenditures. 

The returns of expenses are filed with the chief electoral officer and 
published with his or her report of the polling results, formerly avail- 
able from the Queen’s Printer and now obtainable from Crown 
Publications, a private company of former Queen’s Printer employees 
that now owns the distribution rights for government publications. 

Finally, it is important to note that an additional formal method of 
reporting campaign expenditures, along with administrative expendi- 
tures and the level of contributions (but not individual contributions), 
has been utilized by the Social Credit Party. Under the British Columbia 
Society Act the British Columbia Social Credit Party is a registered soci- 
ety. The incorporation number is S-0003562, and the party was first reg- 
istered 29 April 1949 under the name British Columbia Social Credit 
League. The name was changed 31 March 1978. 

There is no requirement that a political party register as a society, 
and most have not registered. The Social Credit decision to register in 
1949 was a means of protecting the name and, since the party at that time 
had no seats and few prospects, an attempt to persuade the world, and 
themselves, that the Social Credit movement in British Columbia had 
a substantial form. No doubt the party has never sought deregistration 
because such a move would bring with it unfavourable publicity. In 
recent years members of other political groups without legislative rep- 
resentation have registered, likely with similar motives and desires, 
including members of the Reform Party of Canada who want their 
party to enter provincial politics. 

Registered political parties are not required to disclose their finan- 
cial statements under the legislation, but a party may choose to do so. 
If a political party or any society elects to report, then it must provide 
the Registrar of Companies, within 30 days after the annual general 
meeting, with a list of directors together with the financial statement pre- 
sented to the annual general meeting. The statement must contain a 
statement of income and expenditure, a statement of the surplus or 
deficit, a statement of the source and application of funds, and a bal- 
ance sheet for each reporting period, generally one year. The party must 
also file the auditor’s statement. 

The British Columbia Social Credit Party has chosen to report, and 
therefore the financial disclosure required under the Society Act is avail- 
able for public consumption. Unfortunately the original file disap- 
peared sometime in the early 1980s; and, despite a 1986 request from 
the Registrar of Companies for copies of annual reports and financial 
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statements for the years 1950 to 1984 inclusive, these are not yet avail- 
able.® The statements from 1985 are available in a temporary file. 
Since Social Credit has elected to act as a reporting society, one 
reform that might appeal to a Social Credit government would be a 
requirement that all political parties register under the Society Act. 
Under the provisions of section 38(1) of the Act, it would be possible 
for the Registrar to order that the parties be reporting societies. It may 
be, however, that for other reasons the Social Credit Party will recon- 
sider its policy of registering as a society. A recent nomination battle 
in the electoral district of Burnaby-Edmonds was decided by a single 
vote, and the losing candidate appealed to the Supreme Court of British 
Columbia to have the nomination set aside. (Although the courts have 
generally been reluctant to interfere with the internal operations of 
political parties in Canada, they frequently are asked to settle internal 
disputes within registered societies.) The judge set aside the nomina- 
tion and required the Social Credit Party to hold another nomination 
meeting. No doubt this decision will give officers in all political parties 
some pause in pursuing the society registration option and may make 
compulsory registration less attractive to a Social Credit government. 


THE BRITISH COLUMBIA PARTY SYSTEM 

The resistance in British Columbia to the reformist movement that fol- 
lowed from the Report of the Committee on Election Expenses, the pecu- 
liarities of the formal arrangements found in the province and the 
prospects for change are all necessarily understood as an aspect of the 
party system that has developed. The party system in turn reflects fun- 
damental divisions in the province and long-held beliefs. Therefore it is 
helpful, before examining in detail the financial observances of the par- 
ties, to sketch the context in which the parties operate. Not only does 
British Columbia have a rather different regulatory regime for the financ- 
ing of elections and political parties than other Canadian jurisdictions 
(except, possibly, Newfoundland), but British Columbia politics are con- 
ducted with rules and constraints not found elsewhere in the country. 

From the time that the party system became solidified in the early 
years of this century until 1933, the Liberal and Conservative parties 
dominated British Columbia politics, taking turns forming the gov- 
ernment. Although a handful of labour and socialist MLAs were elected, 
they did not play major roles in the political life of the province. In 
1933, with the collapse of the Conservative regime under Simon Fraser 
Tolmie, the newly launched Co-operative Commonwealth Federation 
(CCF) managed to come second with 31.5 percent of the popular vote, 
capturing 7 seats. The Liberals with 41.7 percent had a comfortable 
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majority with 34 seats and others, mostly Conservatives running under 
other designations, managed 6 seats. 

The advent of a socialist party that enjoyed significant popular sup- 
port meant the breakup of the old two-party alternation in government. 
The wartime sentiment for partisan cooperation pushed the Liberals 
and Conservatives into coalition. The fact that in 1941 the CCF received 
more votes than any other party (33.4 percent compared with 32.9 per- 
cent for the Liberals) and 14 seats helped to set the new coalition in 
electoral cement. In the postwar years it was believed that some com- 
bination of free enterprise political forces was necessary to keep the 
socialists from power. 

Nevertheless, strains between the coalition partners who contin- 
ued to be enemies in the federal arena led to a breakup of the arrange- 
ment in 1951. A general disenchantment with all those who had kept 
the coalition together for more years than many in the province would 
have wished, combined with a newly introduced transferable-vote, 
alternative-ballot electoral system, enabled W.A.C. Bennett, a 
Conservative MLA who left his party after losing a leadership challenge, 
to make the Social Credit Party into the new instrument for keeping 
the CCF out of government. 

Bennett stayed as premier for 20 years, winning six more succes- 
sive elections. The CCF (after 1961, transformed as the NDP) managed 
about a third of the popular vote during the period, but Social Credit 
generally received another 10 percent beyond that and always a major- 
ity of seats. The Liberals and Conservatives and a few independents 
might obtain 20-25 percent of the popular vote, but this did not trans- 
late into more than a handful of seats. Social Credit was secure as the 
only viable alternative to the CCF-NDP and W.A.C. Bennett never forgot 
to warn the electorate about the evils of socialism when he spoke in 
the legislative assembly and on the hustings. 

In 1972, Bennett’s Social Credit Party finally lost an election. The 
NDP, with 39.6 percent of the popular vote, was rewarded with 38 of 
the 55 seats. Social Credit, with 31.2 percent of the vote, won 10 seats, 
and the Liberals and Conservatives, with 29.1 percent of the vote, split 
7 seats between them. 

The wonders and vagaries of the first-past-the-post electoral system 
(W.A.C. Bennett abolished the alternative ballot after the 1953 run-off 
election) were not lost on those citizens of the province made unhappy 
by the prospect of socialism and the reality of NDP initiatives. Believing 
themselves to be a majority, they cast about for some new instrument 
that would ensure the defeat of Dave Barrett’s NDP government. 
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As it happened, the instrument turned out to be a refurbished Social 
Credit Party. It seemed for a while that the Liberals, or some new group 
combining Liberals and Conservatives into a “majority movement,” 
would inevitably replace Social Credit as the alternative to the NDP. 
But Social Credit had the preponderance of resources. It had a cadre of 
experienced organizers, more seats in the legislative assembly than any 
other political group, and a leader who owned the well-known Bennett 
name by virtue of being W.A.C. Bennett's son. It also enjoyed the fruits 
of a pervasive rumour that a secret fund controlled by the Bennetts was 
available to assist in any restoration. 

In late 1975 Dave Barrett, the NDP premier, called an election. The 
NDP received 39.2 percent of the vote: almost an identical showing to 
the one that had made them the government three years earlier. But 
Social Credit got 49.3 percent and won 35 seats, a clear majority. (The 
NDP won 18 seats with the Liberals and Conservatives each capturing 
1 seat.) The Liberals and Conservatives only managed 11.1 percent of 
the popular vote. With Social Credit again the instrument of the anti- 
socialist—free enterprise sensibility, the popular vote obtained by third 
parties continued to shrink in the next three elections, and after 1979 only 
Social Credit and NDP MLAs were found in the assembly. The return of 
the two-party system had been accomplished with a vengeance. 

There is a difference, therefore, between the values that drive this 
party system and those that are central to other party systems in Canada, 
including those central to the federal party system in British Columbia. 
As Donald Blake and his UBC colleagues have shown, there is a “sep- 
aration of federal and provincial party systems in the province [that] has 
evolved to such an extent that nearly half those who possess a party iden- 
tification are attached to different parties in federal and provincial pol- 
itics” (Blake 1985, 168). Alan Cairns and Daniel Wong explain this in the 
following terms: 


The divergence of federal and provincial party systems in British 
Columbia was neither accidental nor inevitable. It results primarily 
from the differential consequences attached to left-wing strength in the 
federal and provincial arenas, and from the different party strategies 
those consequences elicit. These strategies have never been responses 
to the brute fact of CCF/NDP strength per se; rather, they derive from 
the interaction between the institutional incentives which parliamentary 
government holds out for majority government, and the real and 
manipulated fears in a divided society over the prospect of a left-wing 
government. (Cairns and Wong 1985, 300) 
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These incentives and fears not only create an ambiguity that com- 
plicates BC politics? but also create a set of conditions that bind some 
British Columbians to ideas current in other places in Canada (and else- 
where) and compel others to move in the opposite direction. In these 
ways is the province divided and those divisions inform public policy, 
including policies to regulate the pattern of party financing and elec- 
tion campaigning. The actions of the players in British Columbia pol- 
itics in regard to these questions can only be understood and explained 
in this context. 


THE BRITISH COLUMBIA NEW DEMOCRATS 

There is but one New Democratic Party in British Columbia, and the 
modes of provincial and federal activity are never permitted to diverge. 
Any person joining the British Columbia New Democrats is also con- 
sidered to be a member of the New Democratic Party of Canada. Those 
who toil in the service of the party must work in the interests of candi- 
dates both for the legislature and for Parliament. It is seen as right and 
proper so to do. The idea is one social democracy under two leaders. 

However, social democratic interests do sometimes diverge, and 
there are always two leadership interests. The resulting tension is exac- 
erbated by the constitutional roles played by federal and provincial 
governments and by the formation of an NDP government in the 
province. It is a tension recognized by those employed by the party in 
Vancouver and in Ottawa. 

The paradox of sustaining unity in diversity has inspired a formula 
for revenue-sharing in the British Columbia NDP that is equalled only 
by the federal-provincial fiscal transfer system found in this country. It 
is still true that the idea of what was once called the new Jerusalem — 
now paraded as a better deal for ordinary people — motivates the raising 
of funds. But the form of the fund-raising is moulded by this paradox 
even as it is driven by the system of tax credits. 

Because moneys raised through the 1974 federal tax-credit rebates 
are available to the provincial organization, a significant increase in 
election spending has been made possible. In the 1972 provincial elec- 
tion the NDP reported a total expenditure of $490 767. This was divided 
between the central campaign which spent $190 867 and the 55 candi- 
dates who spent $299 900. In the election that followed in late 1975, 
these figures more than doubled. The 55 candidates reported expend- 
itures of $607 516 and the central campaign $342 481, for a total of 
$949 997. Table 3.1 shows the NDP returns for election expenditures 
for the last five elections, and they clearly reflect the party’s greater 
ability to raise funds after 1974 and the 1979 provincial tax-credit scheme. 
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Table 3.1 


Reported provincial general election expenditures, New Democratic Party, 
British Columbia section, 1972-86 


(dollars) 

1972 1975 1979 1983 1986 
Candidates’ expenditures 299 900 607516 720005 1289131 1626322 
Central committee expenditures 190 867 342481 382575 965300 1416767 

Total expenditures 490 767 949997 1102580 2254431 3043089 


Source: British Columbia Chief Electoral Officer, Statement of Votes for provincial general elections 
held in 1972, 1975, 1979, 1983 and 1986. 


Fund-raising Strategies 

The British Columbia New Democrats require funds to fight federal 
and provincial general elections and by-elections, and to sustain the 
party’s administrative apparatus. Although there is a distinction drawn 
between these two sorts of activities imposed by the reporting require- 
ments of the Election Act and reflected by separate administrative and 
election budgets (the latter includes funds set aside for pre-election 
campaigning), party managers believe that a healthy administrative 
structure provides considerable assistance in successfully contesting 
the elections. 

It should be noted that a certain portion of the cost of maintaining 
a viable organization between elections is borne by the public treasury. 
MLAS receive a little more than $40 000 a year, paid monthly to pay the 
expenses of an office which, if funds are available, can include some 
staff. In fact, constituency associations will sometimes provide addi- 
tional funds to pay the expenses and even a small salary for party 
activists who volunteer to help. In theory the office is nonpartisan and 
the party name is not to be displayed. Certainly the staff spend much 
of their time in a nonpartisan fashion assisting the MLAs’ constituents 
who bring problems to be solved. But inevitably they spend some por- 
tion of their time on partisan chores — arranging meetings, organizing 
fund-raising, maintaining membership lists and preparing for the next 
election campaign. 

MPs are also provided with offices and a much more generous staff 
allowance, although the guidelines for controlling partisan activities 
are much more elaborate and stringent. Yet the line between partisan- 
ship and nonpartisanship is not a clear one, and there is no doubt that 
these offices help both parties sustain an administrative structure 
between elections. As well, staff members employed out of public funds 
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by the legislative caucus generally spend a portion of their time, some- 
times a large portion, on partisan activity. They are, after all, hired in 
part because of their party affiliation. 

Although public moneys are used for partisan purposes in this 
manner, the bulk of the funds used to sustain the administrative appa- 
ratus and to fight the election campaigns is raised from contributions. 
For many years these contributions were gathered by volunteers dur- 
ing the annual membership drives. The practice in democratic social- 
ist parties throughout the world has been to charge a membership fee 
as part of conceiving membership as a privilege with obligations which, 
if they are not adhered to, can lead to the loss of that membership. 
Before 1970 the British Columbia New Democrats imposed a fee of at 
least $10 for individuals, with lesser fees for certain categories of peo- 
ple —- youth, unemployed and those on welfare. For a time there were 
family membership rates. 

It became apparent that there were two problems with this system. 
The principle of exclusivity now based on a membership fee rather 
than on adherence to a doctrine did not fit well with the cultural ideas 
of believers in equality, living in a liberal democratic society. Party 
members were not comfortable refusing membership to those who had 
little money. Even when the minimum fee was $10, it was felt that a 
considerable number of individuals might find it difficult to pay that 
amount. Equally important was the realization that, at the other end 
of the scale, relatively well-off party members would feel that they had 
done their regular duty by paying the membership fee and would give 
additional funds only during election campaigns. There was a 
widespread belief that for these reasons the membership drives were 
not raising sufficient funds. 

After 1970 the provincial party levied a $25 fee on constituency 
associations for every member claimed. The constituency association 
could keep moneys raised beyond the $25 fee and could also allow peo- 
ple to be members who paid less than $25. Two problems were associ- 
ated with this scheme. First, the provincial party was unable to get the 
benefit of donations from wealthier and more generous members of 
the NDP. Second, in certain nomination battles, notably an unsuccess- 
ful attempt in 1979 to take the nomination from a sitting MLA, ques- 
tions were raised about the practice of association executives signing 
up $1 members to help stack the nomination meeting. 

In 1987 the party’s governing body between conventions, the 
Provincial Council, appointed a task force to develop a new revenue- 
sharing scheme that would encourage donations throughout the year 
and in nonelection years (BC New Democratic Party 1987). That scheme 
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got rid of all distinctions between membership moneys and other dona- 
tions and adopted the principle that “a buck is a buck.” Thus “a mem- 
ber who gives any [my emphasis] tax-receiptable money shall have 
their membership extended by 12 months.” This allowed a new for- 
mula to be developed for splitting contributions between the different 
levels of the party. It also promoted a more complex arrangement for 
fund-raising. 

A fund-raising manual developed by provincial office staff sets out 
the model for constituency associations (BC New Democratic Party n.d.). 
It was developed for election campaigns but is also designed so that it 
can be used between elections. Constituency associations and other 
fund-raising groups are urged to treat fund-raising as a special kind of 
campaign requiring discipline and skills. The first step is to put together 
a carefully selected team. Those in charge are urged to “be quite ruthless 
in choosing only those individuals with the particular range of skills 
needed.” Since this is a “direct-ask” strategy, the skills include high 
energy levels, the ability to communicate in a confident manner and a nat- 
ural optimism. There are three components to the direct-ask strategy. 


1. Adirect mail letter to be sent in the first few days of a campaign 
to motivate potential donors and to introduce the follow-up tele- 
marketing appeal. Much good advice is dispensed on the prin- 
ciples of direct mail, with a clear injunction that the letter should 
ask for a specific amount for a specific purpose. To defend this 
view, the manual cites a study of New York panhandlers that 
showed that those “who asked for a specific amount or for a 
specific purpose (‘so that I can get on the subway’) were more 
likely to get something than those who asked for vague ‘spare 
change.’” 

2. A telemarketing drive using a phone bank is described. 
(Sympathetic law firms with several lines and many telephone 
sets are often asked to let their offices be used at night for this 
purpose.) A sample pitch is provided and the fund-raisers are 
told to use couriers to pick up the cheque once a donation is 
agreed to. “Under no circumstances should the contact be left 
with the promise that he or she will mail the cheque.” 

3. Home visits by the couriers constitute the third element of the 
fund-raising campaign and provide an opportunity to enrol mem- 
bers in the party and to obtain workers for the election campaign. 


The efforts of the constituencies are vital for the provincial party. 
In 1989, the last year that complete figures are available, the New 


104 
PROVINCIAL PARTY AND ELECTION FINANCE 


Democratic Party of British Columbia reported a total tax-receiptable 
income of $3 123 465. Fund-raising costs were $367 076, just under 
12 percent of the gross income, leaving a net of $2 756 389. The 
revenue-sharing breakdown of this amount is provided in table 3.2. It 
should be noted that the fund-raising costs were all incurred for direct 
mail campaigns which raised almost 40 percent of the total revenues. 

The provincial section share obtained from constituency quotas 
was $1 565 972. This provided a hefty 88.2 percent of the provincial sec- 
tion’s total income of $1 776 350. By contrast $32 499 came through affil- 
iation fees from union locals, amounting to 1.8 percent of the total income. 
The provincial section itself, by taking a 15 percent agency fee on direct 
mail sent from provincial office, received $160 395 or 9 percent of the 
total income, with 55-70 percent of these provincial direct mail 


Table 3.2 
New Democratic Party, British Columbia section, revenue sharing, 1 January to 
31 December 1989 


(dollars) 
Total tax-receiptable income 3 123 464.88 
Fund-raising costs (367 075.84) 
2 756 389.04 
Revenue-sharing distribution: 
Federal party 412 996.97 
Constituency quotas 1565 972.01 
British Columbia section 160 394.52 
Central by-election 111 144.66 
Conference fees 310.00 
Provincial ridings: regular 328 678.66 
by-election donations 104 542.37 
by-election appeal 24 126.40 
nomination windows 11 654.40 
1990 undistributed 4 180.00 
Federal ridings: regular 6 534.38 
special windows 22 100.57 
International solidarity 881.45 
Women candidates fund 1 352.35 
Young New Democrats 1520.30 
2 756 389.04 


Source: New Democratic Party of British Columbia, Treasurer's report and financial statements for 


the year ended 31 December 1989. 
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proceeds being credited to the constituency where the donor resides 
or holds membership. The party in British Columbia now collects almost 
40 percent of its revenues from direct mail (Brown and Rubin inter- 
views 1990). 

In an election year the British Columbia New Democrats receive 
other forms of income. Working through the party’s labyrinthine finan- 
cial arrangements requires patience, and the party itself provides no 
guide to the passage of revenue and expenditure. What follows is 
based on figures available in the financial statements for the year end- 
ing 31 December 1986. 

Table 3.3 summarizes these complex arrangements. In 1986, the 
year of the last British Columbia election, the party in British Columbia 
raised a total of $3 677 966. Of this amount, labour organizations, gen- 
erally national and international unions and labour centrals such as 


Table 3.3 
New Democratic Party, British Columbia section, revenues and expenditures in 
election year 1986 


$ % 
Revenues 
Tax-receiptable revenue 3 469 180 
Labour contributions 208 786 owe 
Total fund-raising revenues 3 677 966 
Less: 
Fund-raising costs 244 845 6.6 
Federal party share 499 323 14.5 
Retained by provincial constituencies 1 329 205 
Retained by other party groups rr 3 706 
Net revenue retained by provincial party from fund-raising 1 600 887 
Plus: 
Local union affiliation fees 25 109 
Interest and miscellaneous 15 580 
Constituency quotas for 1986 election 500 001 
Organizer co-op 184 000 
Total revenue available to provincial party 2 325 577 
Expenditures 
Administrative costs 1 438 392 
Election expenditures 1 428 429 
Total expenditures 2 866 821 
Deficit (541 244) 


Source: New Democratic Party, British Columbia section financial statements, 31 December 1986. 
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the BC Federation of Labour, contributed $208 786, which is almost 
5.7 percent of the total. The remaining $3 469 180 was raised almost 
entirely from tax-receiptable contributions. The cost of fund-raising 
was $244 845 (6.6 percent) of the gross tax-receiptable contributions, 
leaving net tax-receiptable contributions of $3 224 335 which, when 
added to the union contribution, gave a net revenue figure of $3 433 121. 
The sum of $499 323 (14.5 percent) of the net tax-receiptable proceeds 
was transferred to the federal party, $1 329 205 (38.7 percent) was 
retained in the constituency associations, $358 297 (10.4 percent) 
was credited to the provincial election fund, and $3 706 was transferred 
to various small groups who did some fund-raising. 

In addition, the provincial section received $25 109 in local union 
affiliation fees and $15 580 in interest and miscellaneous fees, for a total 
net income of $1 283 279 available to be spent on regular party admin- 
istration. In the event the provincial section had administrative costs of 
$1 438 392, leaving a deficit of $155 113. 

The election fund for 1986 had notional revenue of $1 042 298. The sum 
of $358 297 was designated for the fund from the revenues retained by the 
provincial office. Another $500 001 was provided by the constituencies for 
quotas levied, and the remaining $184 000 came from the organizer co-op. 

The organizer co-op is coordinated by the federal office of the NDP. 
Individuals with campaign experience, often young people able to 
travel at short notice, are put on a list of organizers. In federal elections 
these organizers usually work in their own areas, although some of 
them are moved to key ridings where the party believes it has a good 
chance of holding a seat or, more likely, of gaining one. The co-op idea 
was designed for provincial elections when these experienced organ- 
izers from across the country can be concentrated in the province where 
the election has been called.1° 

When a provincial election is called, the provincial campaign man- 
agers identify individuals on the list who they feel have the appropri- 
ate mix of skills needed to make a contribution. The provincial party 
assigns them to different constituencies or, occasionally, to other tasks. 
In British Columbia they are paid a modest salary plus expenses by the 
local campaign or, in a few cases, by the provincial party. The federal 
party picks up the travel costs and other incidental expenses, which 
become a contribution to the provincial campaign. 

In 1986 the New Democratic Party of British Columbia reported 
expenditures of $1 416 767 to the chief electoral officer. Their own 
records show post-election expenses of $11 662 for a total expenditure 
of $1 428 429. The shortfall between election revenues and expendi- 
tures was $386 131. Added to the administrative deficit of $155 113, this 
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left an excess of expenditure over revenue for the year of $541 244. This 
in turn had to be combined with the deficit at the beginning of the year 
of $458 192, leaving a new total deficit position of $999 436. The obvi- 
ous need to dramatically turn around this million dollar deficit before 
a fresh election call has been the central focus of the British Columbia 
New Democratic Party’s financial strategy since 1986 and provided the 
inspiration for the new system of revenue sharing. 


Revenue Sharing in the NDP 

The British Columbia New Democrats raised large sums of money dur- 
ing the 1980s. Since 1982 they never raised less than $2 million and 
have twice managed to raise more than $4 million. But the party has also 
spent large sums of money and found itself short of cash, owing money 
to the bank and continuing to run in a deficit position. There are two 
important reasons for this. 

First is the not uncommon reality that it is easier to enlarge a staff 
than to cut it back. Because the British Columbia New Democratic Party 
runs candidates in federal and provincial elections, and increasingly 
in municipal contests, there is never much time between elections or 
between pre-election periods for the machinery to be given a rest. 
Moreover, the members of a party with its roots in extraparliamentary 
organization feel that political activism is not something to be invented 
at election time and then forgotten. The party’s administrative apparatus 
is expected to be available to assist in a wide variety of projects. In any 
event, the next election in British Columbia is never seen to be very far 
down the road. To maintain such a constant level of activity is 
expensive. 

Second, the principle of sharing revenue with the different levels 
of the party has meant that, in a cash-short situation, large debts owed 
from one level to another inevitably build up. Those who have a pri- 
mary identification with one of the levels attempt to conserve (some 
would say hoard) cash, the better to fight whatever particular politi- 
cal battle, federal or provincial or municipal, most attracts them. In this 
circumstance the debt to another level of the party does not seem to be 
the same thing as “real” debt and has often been ignored. 

To overcome these two problems, senior party officials have devel- 
oped a new system that makes use of provincial office control of the 
federal and provincial tax receipts.!! The idea has been to design a sys- 
tem of splitting the funds that has built-in incentives for constituencies 
to raise money now so that they may keep more cash later when the 
election comes around. As part of this initiative they have also attempted 


to curb the spending of the federal party. 
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The first step has been to establish a tax rate for the constituencies. 
In 1988 there was one “tax,” called a quota, to provide the revenue for 
the provincial party’s administrative budget. With the anticipation of 
a 1990 election, two “taxes” were levied, with a “surtax” thrown in for 
good measure. 

The first tax for 1990 was the administrative quota, determined by 
taking the three-year average revenue from each redistributed provin- 
cial constituency and calculating the percentage of the total revenue 
from all the constituencies that the individual constituency had raised. 
A budget expenditure figure has been set by the provincial council at 
$933 000, and each constituency owes its previously calculated per- 
centage of that figure. An election budget revenue figure from the con- 
stituencies has also been set at $800 000, and each constituency owes its 
previously calculated percentage of that figure as well. 

Figures from the constituency of Saanich South provide an exam- 
ple of this formula. The three-year average revenue from Saanich South 
was calculated to be $37 016. The total three-year average revenue for 
all the constituencies was $2 649 327, giving Saanich South a tax rate of 
1.397 percent. That means its administrative quota is $13 035.34 and its 
election quota is $11 177.48, based on the budget figures above. 

How does Saanich South go about paying its taxes? First it sets out 
to pay the administrative quota. If a donor gives Saanich South $100, 
then $70 goes toward the quota. Saanich South never sees the cash, 
but its account with the provincial party is reduced by that sum. 
Of the remainder, $15 goes to the federal party, and the constituency 
keeps $15. That is in phase one. Phase two begins when a constituency 
has paid down 50 percent of its administrative quota. At that point 
only $55 goes to pay down the quota, and the constituency can, if it 
wishes, get $30 in cash. It should also be noted that if the donor gives 
money to the federal riding association, then that association keeps 
$15. However, in phase one the provincial constituency where the donor 
resides, or is a member, still is credited with $70 against the quota and 
in phase two with $55. If the donor gives the $100 through a provin- 
cial direct mailing or to the provincial office, then the provincial party 
keeps the $15, but the donor’s constituency gets the credit against the 
quota. 

Once the administrative quota is paid off, the constituency can turn 
its attention to paying the election quota. No doubt in a perfect world 
the constituencies would continue to raise funds with 15 percent con- 
tinuing to go to the federal party and the rest going to pay down elec- 
tion quotas. But this would mean that the constituencies would not 
have any cash and little incentive to go on tax-receipted direct-ask fund- 
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raising drives. This situation has caused the provincial party to create 
“fund-raising windows.” 

There are pre-election windows and an election window. When 
there is a pre-election window, the money raised is shared as follows. 
As always, 15 percent is paid to the federal party. Then 25 percent goes 
to the provincial party, and 30 percent goes to pay down the election 
quota for the constituency. And the remaining 30 percent is remitted to 
the constituency “in cash.” (The bold-face in quotes is an important 
exhortation found in the 1990 New Democratic Party of British Columbia 
Budget Documents.) There is an automatic 10-day nomination win- 
dow from the date of the nomination. In 1990 there were four other 
scheduled pre-election windows for the provincial constituencies. 

Once the election is called there is an election window in which 
60 percent of the contribution flows to the constituency, but is only paid 
in cash after the whole quota has been paid. The remaining 40 percent 
is the provincial party’s share. There is one additional wrinkle. The 
original $800 000 budget did not cover all the pre-election expenses. 
So another $142 000 was required, to be raised as a kind of surtax, 
which accounts for the 25 percent that goes to the provincial party. If 
that “surtax” had not been levied, the constituency would have received 
55 percent credit toward its election quota. In a sense it still does, but 
the quota got bigger if not better. 

Finally there is a phase three for payment of quotas. In terms of 
cash, the provincial office continues to hold 55 percent of the moneys 
with 15 percent remitted to the federal party and 30 percent kept by 
the constituency or other source of the funds. At year end, the retained 
moneys were to be distributed in the same proportions as each source — 
provincial constituency, federal riding, youth section, municipal parties 
and provincial party — raised throughout the year. As well, municipal 
parties!” are given an election window every three years before the 
municipal election date, when they can retain a 60 percent share of 
funds they collect instead of the normal 15 percent. Provincial con- 
stituencies and federal ridings where there is a by-election to be fought 
also get pre-election and election windows. Since it is considered that 
direct mail contributions go into the pot first to pay down constituency 
quotas, the year-end share retained by constituencies is now 
70 percent, with 15 percent remitted to the federal party and 15 per- 
cent provided to the provincial office. 


Constituency Responses to Revenue Sharing 

Not all constituency activists, and not all MLAs, were pleased with the 
new revenue-sharing scheme. There had always been resentment in 
the constituencies about all forms of revenue sharing and this new 
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scheme, which favoured the cash needs of the provincial party and the 
federal party over their own needs, raised concerns in many con- 
stituencies about their ability to raise sufficient cash to be able to fight 
an election. 

Some constituencies, often with the support of their MLAs, have 
adopted a counterstrategy to deal with the problem as they perceive 
it. They make no real effort to pay down either quota. Although mem- 
bership renewals and donations from provincial direct mailings will 
in fact ensure that some of the administrative quota is paid, the con- 
stituency just lets that happen. Instead, they try to raise as much money 
as possible that is not tax-receiptable, through auctions, picnics, din- 
ners and similar events, all of which can be retained in the constituency. 
When the election is called, they use these funds and, more often than 
not, money borrowed from the bank on the personal guarantees of the 
key activists, to pay off all quota money owed to the provincial office. 
They anticipate that intense fund-raising during an election, when the 
constituency retains 60 percent of the tax-receiptable funds collected, 
will give them a better chance to raise sufficient funds to pay for the local 
campaign and to pay back any bank debt. As of 17 October 1990, 33 of 
the 75 provincial constituencies had paid down less than $500 of their 
election quota (22 had paid nothing). Some of these would simply be 
weak areas, still disorganized, but most of them would likely be resist- 
ing to some extent the provincial party policy on revenue sharing.}9 

Nelson—Creston is one provincial constituency that has accepted 
the revenue-sharing scheme and has been busily paying down its quo- 
tas. But, like many other constituencies, it also conducts an active fund- 
raising program designed to obtain non-receiptable moneys, none of 
which need to be sent off to Vancouver or Ottawa. The different proj- 
ects are interesting. They include a ball game followed by an auction, 
a firewood sale, a book sale and an art auction held in the well-to-do 
Vancouver district of Point Grey. In addition the constituency has well- 
developed plans for obtaining tax-receiptable donations that include 
requests for contributions from those who have left the area for well- 
paying jobs elsewhere (“the diaspora”) and who retain personal ties to 
the candidate; a campaign directed at small business; a list of individ- 
uals likely to make donations of more than $500 and a plan of what to 
say to them; a strategy for persuading local unions to give directly to 
the campaign rather than through the provincial office; and a dinner 
with the provincial leader during his election tour. Nelson—Creston, 
where $26 815 was reported spent by the NDP in the 1986 election, 
expects to raise more than $50 000 net for the constituency from these 
various activities.'* The better organized constituencies have similar 
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fund-raising plans that include salmon barbecues, garage sales and 
dinners featuring various ethnic foods. 


Federal-Provincial Relations 

The New Democratic Party finances much of its federal general elec- 
tion campaigns by “taxing” the provincial parties through a federal 
election quota. The quota is set by the federal council (the governing 
body of the federal party between conventions), and it is based on the 
perceived ability of the different provincial sections to raise the funds. 
The money goes to the central campaign fund. It is, ina very real sense, 
a classic transfer payment from the NDP’s “have” provinces — British 
Columbia, Alberta, Saskatchewan, Manitoba and Ontario — who pay 
95 percent of the total quota, to the NDP’s “have-not” provinces east of 
the Ottawa river, who are supposed to pay 5 percent, but in reality are 
never able to pay any more than token amounts.!9 

In the last federal election in 1988, the amount to be raised through 
the quota from all the provincial parties was set at $2.2 million. British 
Columbia’s share was $585 000 (26.5 percent), exactly the same 
as Ontario’s. (Saskatchewan’s share was 22.7 percent, Manitoba’s 
14.7 percent and Alberta’s 4 percent.) 

But at the end of 1987, the British Columbia party still had a deficit 
of $700 000 and no more borrowing power, in part because in 1987 the 
British Columbia section had taken advantage of a federal 2-for-1 debt- 
reduction plan and borrowed $300 000 to pay back a $600 000 debt in 
revenue-sharing arrears. The provincial party therefore used an idea 
from the Liberals who had, they believed, required constituencies to 
assign 50 percent of the federal government rebate to candidates in 
1984. Being of a more thoroughgoing disposition than the Liberals, the 
British Columbia New Democratic Party required federal constituency 
associations to assign 100 percent of the rebate to the provincial party. 
As a senior party official put it: 


We required 100 percent and we did so to avoid the problems that 
the Liberal party got itself into, which is that while the federal Liberal 
party is in debt to the tune of 6 million or 7 million dollars ... at the 
constituency levels ... there are large amounts of money just sitting 
there that the federal party can’t get its hands on. To avoid that situ- 
ation of prosperity at the margins and crippling debt at the centre we 
developed [this] system. (Brown interview 1990) 


Several federal candidates, including a number of MPs, complained 
bitterly but to no avail. With the assignments as security, the provincial 
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party was then able to go to the bank and borrow the money to pay 
the quota. The rebates reported by the chief electoral officer totalled 
$558 127, which paid most of the $585 000 provincial quota (Stanbury 
1991, chap. 6). In addition, the provincial party required federal ridings 
to pay election quotas of $260 000. The provincial party also spent an 
additional $209 746 coordinating the federal campaign in British 
Columbia. This was reported as a deficit of $311 291 in 1988 because at 
the time of the preparation of the financial statements only $223 455 
had been received. A further $334 688 was reported in the party’s 1989 
statements as a surplus on the federal election. So, in fact, the provincial 
party made a small profit of $23 397 on the 1988 federal election. A 
breakdown of revenue and expenditures for this election is found in 
table 3.4. There is a small discrepancy of $16 in the amount reported 
by the chief electoral officer and the amount reported by the party 
treasurer. 

The payment of large election quotas is not the only source of finan- 
cial tension between the federal party and the provincial sections, includ- 
ing British Columbia. The control of direct-mail pieces, the federal share 
of moneys raised for provincial elections and federal party expendi- 
tures have all caused considerable strife. At meetings of the federal 
party finance committee, the five “have” sections are often frustrated 
by the alliance between the federal office and the five “have-not” sections. 
To form a common front, the key officials from Ontario and the west- 
ern provinces met in Wascana, Saskatchewan, in April 1989 and drafted 
a statement affectionately known as the “Wascana Slough Accord” 
(New Democratic Party 1989). 

In 1989 the provincial party in British Columbia mailed 18 direct-mail 
packages, 8 to targeted groups!® and 10 to the party membership. The 
federal party mailed an additional 7 packages.!” By 1989 two things 
were apparent. One was that party members were becoming angry 
about what many saw as excessive appeals. The second was that, because 
the funds raised by federal direct mail were not shared by the federal 
party with provincial sections, the federal program would inevitably 
siphon off funds that might otherwise be raised for the forthcoming 
provincial election. The other provinces had similar problems. 
Saskatchewan was particularly enraged by the mailing of a federal 
package into the province at the start of the 1988 election campaign, 
thereby making it very difficult for the Saskatchewan section to raise 
sufficient funds to pay its large federal election quota. 

The Wascana group agreed that the federal program must be cur- 
tailed. The Saskatchewan party went further by insisting that if more 
than two federal packages came in 1989, it would withhold monthly 
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Table 3.4 


New Democratic Party, British Columbia section, statement of revenue and 
expenditures, 1988 federal election 


(dollars) 
Revenue 
Federal riding quotas 260 000 
Election Act rebates 223 455 
Total 483 455 
Expenditure 
Federal election quota 585 000 
Fund-raising coordinator 45 332 
Travel 2 845 
Staff travel 5 637 
News monitoring 5 264 
Clerical staff 16 348 
Telephone 14 086 
Postage 13 507 
Messenger service 1 693 
Stationery and supplies 9 731 
Literature 36 088 
Signs 10 799 
Data processing 28 355 
Workshops 5173 
Election planning committee 3 470 
Miscellaneous 11 438 
Total 794 291 
Excess of expenditure over revenue 311 291 
Surplus reported in 1989 334 688 
Profit 23 397 


Sources: New Democratic Party, British Columbia section financial statements, 31 December 1988, 
exhibit “D’, and New Democratic Party of British Columbia, Treasurer's report and financial 
statements for the year ended 31 December 1989. 


revenue-sharing cheques. The British Columbia party sought an assur- 
ance, and believes it has received that assurance, that there would be 
no federal direct mail during the provincial general election. But the 
larger question of coordinating the direct-mail efforts continues to be 
a matter of negotiation. Provincial grievances have been partly redressed 
by a recent decision that 15 percent of federal direct-mail revenues will 
be remitted to the province in which they are raised (Howard inter- 
view 1991). 

Another provincial grievance arises from the fact that the 
15 percent federal “tax” on all moneys raised by constituencies, provin- 
cial parties, youth groups and any other entities that are sources of 
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tax-receiptable funds, applies to the large sums raised to fight provin- 
cial elections. The “tax” on provincial election funds has been particu- 
larly difficult for the Ontario party. The Wascana discussion paper states 
the problem feelingly: 


In Ontario provincial elections all monies are receipted locally at the 
constituency level rather than centrally by the provincial party. 

Because election contributions do not flow through the provincial 
party, the Ontario NDP does not generate the revenues from which to 
divert 15% of all election contributions to the federal party. Nor is it 
aware of the scope of the ... obligation ... until after the provincial 
election when the constituencies file their returns with the electoral 
office.18 

At that point the federal party does an accounting on Ontario’s 
provincial election revenues and presents the section with a bill for a 
windfall 15% share. Unfortunately this money has already been spent 
by constituencies, is uncollectable by the provincial party and is there- 
fore unavailable for payment to the federal party. 

And just to ensure that no provincial funds slip into federal coffers, 
Ontario legislation makes it illegal to make payments to a federal 
party from provincially receipted monies. Such payments can only 
be made from federally receipted funds raised in Ontario. 

The prospect of launching a federally receipted fundraising cam- 
paign, either during or after a provincial election, for the purpose of 
meeting a sudden speed up in federal revenue sharing is simply wish- 
ful thinking and points to a critical flaw in our federal-provincial rev- 
enue sharing arrangements. (New Democratic Party 1989) 


The British Columbia party does not face any legal barrier to using 
provincially receipted funds to pay moneys to the federal party, as do 
Ontario and Alberta. However, British Columbia party officials are 
nonetheless concerned that the federal party will plan expenditures 
based on windfall revenues that are mostly uncollectable and, worse, 
that the revenues collected from British Columbia on this basis will not 
only hinder the British Columbia party’s own cash needs for a provin- 
cial election but will mean that the British Columbia party pays an 
undue proportion of cash to the federal party, compared with the other 
provincial sections. 

All these concerns, shared more or less by the five wealthiest provin- 
cial sections, demonstrate the inevitable complications of designing 
laws to regulate election financing in a federal state in which some 
provincial parties are integrated with federal parties and others are 
quite independent. 
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Summary 

Those who contribute to the New Democratic Party in British Columbia 
are given a joint federal and provincial tax receipt to maximize the tax 
credit to them. As W.T. Stanbury points out, this is done to maximize 
the total value of tax credits available to the individual. Stanbury 
reports that in British Columbia Roger Howard, the party treasurer, 
uses a computer algorithm to divide each individual's contributions 
to the party so as to maximize the value of the total federal plus 
provincial tax credits to the person (Stanbury 1991, chap. 6). For exam- 
ple, in a simple case, if individuals give $200 to the party they will 
receive a federal receipt for $100 and a provincial receipt for $100. 
Party officials are conscious that to issue a federal receipt for the full 
$200 and then to issue another provincial receipt for the full $200 would 
be fraudulent, and consequently this has never been the practice 
(Howard interview). 

The provincial party, referred to in certain documents as the provin- 
cial section, does not permit constituencies or other groups in the party 
to issue receipts. It has used its control of the receipt to insist that the 
cash flow through the provincial office. A revenue-sharing formula of 
considerable complexity determines the division of the cash, with the 
largest share being kept in the hands of the provincial party. However, 
the provincial party cannot prevent the federal party from running its 
own fund-raising programs, invariably direct-mail programs, issuing 
a federal receipt and keeping all or most of the proceeds. 

The sums raised through tax-receiptable contributions are divided 
between the different levels of the party according to the formula. 
Stanbury reports that in 1988, a federal election year, 43.7 percent of 
the total received were federally receipted; in 1989 and 1990 the fraction 
of BC sectional revenue that was federally receipted dropped to 
27.1 percent and 29.6 percent respectively (Stanbury 1991, chap. 6). The 
provincial party’s fund-raising efforts have been driven by this reality 
of revenue sharing, by the large deficit that followed upon the 1986 
provincial election, by the need to sustain an administrative structure 
capable of providing a range of services and by the desire to build a 
cash surplus to be available for the next provincial general election that 
had been anticipated for 1990 and will now occur in 1991. 

The measure of the success of this program is shown in table 3.5 
through a comparison, made over the last five years, of the total rev- 
enue figures, the total income available to the provincial section after 
the revenue sharing, the total expenditures made by the provincial sec- 
tion including the net expenditures on elections and on the provincial 
pre-election campaign, yielding a bottom line surplus or deficit. 
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Table 3.5 
Revenues available and expenditures made by the New Democratic Party, 
British Columbia section 
(dollars) 
1985 1986 1987 1988 19894 
Total revenue 2 415 356 3677966 2703417 4098044 2756389 


Provincial section income 1 856 344 1528124 18758362 24166500 2167419 
Provincial section expenditure 1 578 308 2069368 1576751 2158319° 1603513 
Deficit (458 192) (999 436) (700351) (442020) 
Surplus 121 886 


Sources: Audited statements of New Democratic Party, British Columbia section for the years 1985, 
1986, 1987 and 1988, and the Treasurer's report for the year 1989. 


aThis includes an accounting adjustment for the previous year of $182 361. 
>This includes an accounting adjustment for the previous year of $175 951. 
This includes the net expenditure on the federal election of $311 291. 
‘These are not the audited figures and might change. 


A final complication relates to services in kind contributed to the party. 
For the most part these are provided by the unions who free up staff 
members so that they can work full time in election campaigns. Most 
of these are assigned to constituencies, but one or two are sometimes 
seconded to the central campaign staff. Often the constituency will pay 
their expenses. The unions continue to pay the staff so assigned their 
regular salaries, and some unions will also pick up the living expenses 
and pay travel costs for staff organizers from out of province. In the 
1986 election there were 25 to 30 union staffers seconded for all or part 
of the campaign. Union staff members have also been assigned to work 
in by-elections and, of course, in federal elections. 

In some constituencies local unions provide secretarial services and 
office supplies and equipment. Also, some small businesses!? and sym- 
pathetic professionals will provide photocopying, stationery or access 
to telephone banks for fund-raising. A few trade bills may be paid off 
by unions or other sympathizers. It is very difficult to provide an accu- 
rate account of services in kind, except for the secondment of union 
staffers, since no records are kept. 


THE BRITISH COLUMBIA SOCIAL CREDIT PARTY 
The British Columbia Social Credit Party does not suffer any strains 
with its federal counterpart, for it has no federal counterpart. It is true 
that in the past Social Credit MPs were elected to serve in Ottawa and 
that a few of them came from British Columbia with the blessing of 
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W.A.C. Bennett. But Bennett had little time for federal politics, and after 
the defeat of the Social Credit government in Alberta in 1970 the national 
party was captured by anti-Semitic extremists, causing the provincial 
“Socreds,” as they are commonly called, to have nothing whatsoever 
to do with the tiny group that still owned the Social Credit name on 
the fringes of federal politics. 

The motivating political idea of the British Columbia Socreds is to 
draw support from federal Conservatives and federal Liberals so that 
an electoral majority may be gathered to ensure the defeat of the NDP. 
To this end, the party makes it a point of principle never to become 
involved in any institutional way with federal politics. In a sense, despite 
the handful of Social Credit MPs elected in the 1950s and 1960s, and 
despite fraternal feelings for the Social Credit Party of Alberta when it 
held power, the British Columbia Social Credit Party has always seen 
itself, at least since the days of its own accession to government office, 
as a purely British Columbian phenomenon. The lack of ties to a fed- 
eral organization is not a matter for regret. 

Without these ties, the process of getting and spending money 
is considerably simplified. There are three distinct periods of fund- 
raising activity together with campaign expenditure patterns that reflect 
the styles of W.A.C. Bennett, William R. Bennett and William Vander 
Zalm, the three long-serving leaders of the British Columbia Social Credit 
Party from 1952 through to 1991. Yet there has been no dramatic break with 
the habits of the past in the contemporary party. Certainly there has been 
no break with the rules of the past as preserved by Social Credit gov- 
ernments except for the introduction of the provincial tax-credit scheme. 


The Legacy of W.A.C. Bennett 

W.A.C. Bennett cut his political teeth in the Conservative party. He was 
elected a Conservative MLA in 1941, and in 1948 he resigned his provin- 
cial seat to run unsuccessfully as a Conservative candidate for 
Parliament. He re-entered the provincial house in 1949 as a Conservative, 
albeit a disgruntled one. No doubt his election experiences influenced 
his views on the two traditional rules of party finance. The first was to 
make sure that there were sufficient funds in the kitty to be able to wage 
a vigorous campaign. The second was to make sure that the candidate — 
or the party leader — was seen to be insulated from the raising of those 
funds. The contradiction between these basic rules was not lost on 
W.A.C. Bennett. 

When Bennett was premier he made it clear to his ministers and 
to the backbench MLAs that they were responsible for doing what was 
necessary to win re-election, and that included welcoming financial 
contributions. At the same time, when he set out to raise money from 
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the well-heeled business community that had greeted the Social Credit 
victory with some scepticism (and some relief at the avoidance of the 
alternative), he asked his friend, Einar Gunderson, to establish a fund 
to provide the necessary insulation. Gunderson, a prominent Vancouver 
chartered accountant, had served as Bennett's first Minister of Finance 
but was forced to leave the post because he was unable to retain a seat 
in the legislature. Bennett then served as his own Minister of Finance 
with Gunderson as his adviser. 

Gunderson and Bennett established the Free Enterprise Educational 
Fund to solicit funds from business. The fund was designed to be entirely 
separate from the party. Gunderson, and any colleagues he might choose 
to associate with the work of the fund, would decide what to do with 
the cash. For the most part it would be used to pay the major expenses 
of the central campaign — media time and advertising expertise. Moneys 
would also be made available for local campaigns in selected 
constituencies. The establishment of a separate fund gave W.A.C. Bennett 
the opportunity to state publicly that he had no idea about who 
contributed what and also the opportunity to state clearly and privately 
what priorities he had for using the funds.?? 


The Son Shines: Bill Bennett Takes Charge 
In the beginning, William R. (Bill) Bennett was not disposed to tamper 
with the political shrines built by his father. Until 1979, six years after 
he became Social Credit leader, he continued to let party finances be 
directed by Dan Campbell, who had served his father as a senior cabi- 
net minister. Campbell and Grace McCarthy, who had also served in the 
senior Bennett’s cabinet, were widely credited with providing the organ- 
izational savvy that allowed Social Credit to survive the election loss 
of 1972. The antipathy to the NDP government in many business circles 
made it relatively easy to raise funds for the 1975 election. But by the 
election of 1979, the Socreds seemed less attractive, in part because 
Campbell had helped orchestrate a campaign of phoney letters to the 
editor and planted news stories of dubious provenance which came to 
light as the “dirty tricks” scandal. Bill Bennett’s government only nar- 
rowly survived the 1979 election, and he soon cast around for new 
advisers and a new fund-raising strategy. No doubt this change was 
further inspired by the fact that stories of large cash expenditures by 
Campbell during the election campaign caused the party to issue a 
revised set of figures after the first set was denounced as inaccurate. 
Since the Socreds now counted many active federal Conservatives 
and federal Liberals in their number — and in their caucus — it seemed 
advisable to make renewed efforts to persuade members of the business 
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community who traditionally favoured those two parties to consider 
giving money to Social Credit. It also seemed obvious that a finance 
campaign team composed of individuals well known in the Vancouver 
business community would have the best chance of successfully under- 
taking this task. 

Michael Burns, a well-known Vancouver businessman, was 
appointed to coordinate these efforts in 1980. A number of profession- 
als and business people joined the team,”! including Michael Warren, 
a prominent lawyer with the Vancouver firm of Owen Bird. In 1981 
Bennett recruited a number of new faces to assist him, including two 
political professionals from Ontario’s “Big Blue Machine,” Patrick 
Kinsella, who became his principal secretary, and Jerry Lampert, who 
took a senior position with the party. They worked closely with the 
Burns volunteers to develop direct-mail campaigns and other tech- 
niques for raising funds from a generally sympathetic business class. 
Essentially they transmitted what they had learned in Ontario, mostly 
from senior staff of political consulting firms working for Republican 
candidates in the United States, to the innocent West Coast of Canada. 

On 27 June 1984, British Columbia Social Credit Funding Ltd. was 
incorporated. Three directors were named: Michael Burns, Vancouver 
businessman Richard Stewart and Leslie Peterson, a lawyer who had 
served as a senior minister in W.A.C. Bennett’s cabinet and is now, 
among other things, Chancellor of the University of British Columbia. 
The Free Enterprise Educational Fund was reincarnated with a new 
suit of clothes. 

Burns and his canvassers worked in the following manner. The 
various business and professional communities were assigned to dif- 
ferent members of the group. One person might take on the mining 
companies, another the large corporations belonging to the Council on 
Forest Industries, another would be responsible for the chartered 
accounting firms, and a lawyer or two would canvass the downtown 
Vancouver law firms. A letter was often sent to “soften up” the prospect. 
One example is the letter from Michael Warren to many British Columbia 
law firms on 10 December 1985, asking for “an annual donation of $150 
per letterhead lawyer” on the basis that law firms benefit from “increased 
industrial activity generated by a free enterprise system.” The heart of 
the operation was a follow-up face-to-face contact between a team 
member and a prospect whom the member would know personally, 
on the theory that it is always harder to say “no” toa friend. 

In addition to the corporate side of fund-raising, the Socreds devel- 
oped a sophisticated direct-mail operation. In 1981 it was a brand-new 
idea for the party. Jerry Lampert describes how it was established: 
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It had been something we’d been using back east for the federal 
Conservatives and the Ontario Conservatives ... We had the help of 
some knowledgeable people from back there ... It began with a solic- 
itation letter to the party membership — 50 000 plus individuals — that 
had a very good response ... And then we got into what they call in 
the game prospecting where you buy lists ... based on the demo- 
graphics of the kind of voter you expect to be supporting the party and 
you build a bank of donors. The interesting thing on that side is you 
really do appeal to the small contributor so that [in the] first series of 
direct mail ... the average contribution was, say, around $26. That 
program proved very successful and has been built on and built on 
to the point where there are close to 100 000 donors in the file which 
is quite remarkable. (Lampert interview 1990) 


It is worth noting that the provincial tax credit legislation now 
made it possible for the Social Credit Party to persuade these noncor- 
porate donors that they could give even more money to the party than 
they would have considered doing if the legislation had not been in 
place. And it put the Socreds, in terms of small givers, on a not-quite- 
level playing field with the NDP.” 

Back on the corporate side, Michael Burns developed a special 
group of donors called the “Top Twenty.” The name had an élitist ring, 
and indeed it was the business and professional élites who were invited 
to join. But in fact there were about 60 individuals involved, and the Top 
Twenty referred to the 20 swing ridings in the province that the Socreds 
believed would, in a polarized climate, determine which party would 
form the government. The members of the Top Twenty were told that 
their more substantial contributions were crucial to ensure that these 
seats were won by Social Credit. 

The Top Twenty club members paid $4 000 to $5 000 a year to belong. 
Most of them helped raise additional funds from friends, some of whom 
would join the club and in turn raise money from their friends. In return, 
the premier and key ministers would come to speak and, more impor- 
tant, the premier and the ministers would make themselves accessible 
if a member of the Top Twenty was anxious to have a seasonable word 
or two. 

Not all the ministers were keen about such special access or about 
a group so closely associated with key operatives in the premier’s office. 
When Bill Bennett stepped down in 1986, the Top Twenty became an 
issue in the leadership race. First, Grace McCarthy, a long-time cabinet 
minister under both father and son and a leading candidate to succeed 
Bill Bennett, refused to speak before the group. She “didn’t think it 
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would be right” (McCarthy interview 1990). Then Bill Vander Zalm, 
also a leading candidate, who had quit the cabinet and the legislature 
in 1983, declaring his colleagues to be “gutless wonders,” followed suit. 
The Top Twenty club did not survive Vander Zalm’s capture of the 
leadership. 

Michael Burns's position as chief fund-raiser was also a casualty. 
The team he built gave way to Vander Zalm’s own draft choices. On 
12 September 1986 Burns sent a letter to members of the Top Twenty and 
another to his canvassers announcing his resignation. The election was 
called on 24 September for 22 October. David Poole, soon to become 
the premier’s principal secretary, was named the campaign manager 
with an overall responsibility for fund-raising. Peter Toigo, the pre- 
mier’s friend and owner of a restaurant chain, became involved in the 
corporate fund-raising, much to the dismay of those who had done the 
job for several years. 

From 1987 on, the Social Credit fund-raising strategy was largely 
driven by Premier Vander Zalm’s political crises. It is not necessary to 
detail them here except to state that there were many periods of siege 
mentality in the premier’s office. There is abundant evidence that 
business leaders and Vancouver professionals became disenchanted 
with Vander Zalm and general agreement that this disenchantment 
had a significant effect on corporate giving. 

The response of the premier’s office was to put more effort into the 
direct-mail campaigns. Brian Battison, a party staff member who had 
experience with direct mail while working for the Democratic party in 
the United States, organized the packages and wrote most of the copy. 
British Columbia Social Credit Funding Ltd., with two new directors, 
Peter Webster, a member of a prominent Canadian family, and Evan 
Wolfe, a car dealer who had been Bill Bennett’s Minister of Finance, 
received the funds. Webster signed many of the letters, but others came 
from Vander Zalm himself. 

It would seem that the results of the direct-mail packages were 
gratifying, although it is impossible to obtain any figures. Those who 
guard the fund take the view that, since the law does not require dis- 
closure of its balance, then a policy of nondisclosure is a law-abiding 
policy. It doesn’t seem likely that the party fund-raisers would con- 
tinue to rely on direct-mail packages if they had not proven to be suc- 
cessful, and it does seem likely that a controversial figure such as Premier 
Vander Zalm would have had success in raising money in this way 
from his many fervent admirers. 

The letters themselves suggested that the sky was falling, and that 
sentiment led some members of the press to speculate that the Social 
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Credit Party might not have sufficient funds to fight the next election. 
But a falling sky, which can only be kept in its place by a favourable 
answer to the appeal, is very much central to the whole technique of 
direct mail. Probably the direct-mail appeals have made up any loss in 
corporate donations and have produced sufficient funds to fight a gen- 
eral election. In 1986 the Social Credit Party was able to run the cam- 
paign without borrowing money. There is evidence from interviews 
that the party could do the same in the next provincial campaign. 

It is interesting to note that Michael Burns, Michael Warren and 
some other members of the Burns fund-raising team have quietly taken 
up again the chore of directly approaching business and professional 
prospects for donations to the Social Credit fund. A more modest ver- 
sion of the Top Twenty has been instituted as well. The 1989 donor 
recognition program lists four levels of contributor: the Sustaining 
Donor gives $25 a year or more; Legacy Partners contribute $100 to 
$499 and are invited to a reception at the Social Credit annual conven- 
tion; Benefactors contribute $500 to $999 and “receive a higher level of 
recognition” than do less generous donors; and the Premier’s Circle 
donors, who contribute over $1 000 a year, receive a quarterly report from 
the Premier and are “invited to an annual reception with the Premier 
and other Senior Elected Officials.””> The premier’s own political dif- 
ficulties in 1989 and 1990 make it very difficult to determine the suc- 
cess of this fund-raising initiative. 


The Pattern of Spending 

Although it is not possible to accurately determine the amount of money 
raised and held by British Columbia Social Credit Funding Ltd., it is pos- 
sible to follow the party’s spending pattern. To maintain the party 
administration and to fight general elections and by-elections, the Social 
Credit Party receives regular and special subventions from British 
Columbia Social Credit Funding Ltd. The party directors draw up a 
budget and present it to the fund directors; once it is approved, the reg- 
ular draws are forthcoming. Funds needed for by-elections and gen- 
eral elections are also requested by the Social Credit Party board and 
then forwarded when approved by the fund directors (Lampert inter- 
view 1990). 

There is no doubt that the fund directors will approve these requests, 
and other special requests, if they have the blessing of the premier. The 
premier is a member of the Social Credit board, and its officers consult 
with him on these budgetary requests. The income then received by 
the party is also disclosed in the annual statements filed with the 
Registrar of Companies under the Society Act. The reported income fig- 
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ures are not particularly helpful since they do not reflect the revenue 
actually raised and held by the funding company, and surpluses are 
moved between different accounts with deficits made up by funding 
company subventions. In addition, general election and by-election 
expenses are reported to the chief electoral officer. 

Social Credit expenditures for five years are listed in table 3.6. In 
addition to these expenditures the Social Credit Party has fought six 
by-elections since the 1986 general election. The party’s reported by- 
election expenditures are listed in table 3.7. NDP-reported expenditures 
are included for comparison. For Social Credit, the Alberni, Nanaimo 
and Point Grey by-election party expenditures are included in the 1989 
expenditure figure. For the NDP, the provincial party expenditures in all 
the by-elections are included in the NDP’s 1988 audited statements, and 
they have been included in figures already given. The NDP was suc- 
cessful in all six by-elections. 

Like the NDP, Social Credit receives services in kind that are used 
primarily to help fight election campaigns. Most of these services are 
donated at the constituency level. In 1986 those responsible for the cen- 
tral campaign made a point of paying cash to their suppliers. Depending 
on the timing of their own elections, the Saskatchewan and Alberta 
Conservatives will send a handful of organizers who continue to be 
paid from their home provinces. More important are what have been 
called “massive amounts of contributions in kind not accounted for in 
the most part,” available in many constituency campaigns from local 
businesses who make available secretarial services and send supplies 
and equipment - everything from paper to a photocopier. Some of these 


Table 3.6 

Social Credit expenditures 1985-89 

(dollars) 

1985 596 168 
1986 1 322 539 
1987 3 150 8301* 
1988 632 054 
1989 891 607 


Sources: British Columbia Registry Office, Victoria, BC, and 1986 Statement of Votes, Chief 
Electoral Officer of BC. 


*Includes $1 817 226 for the central election campaign, the same figure reported to the chief 
electoral officer. Also for the 1986 election, Social Credit candidates reported combined 
expenses of $2 294 140, making the total election expenditure reported $4 111 366. In 1983 the 
party reported to the chief electoral officer central campaign expenses of $1 800 364 and in 

the annual statement, expenses of $1 793 095, a discrepancy of $6 603. 
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Table 3.7 


Provincial by-election expenditures, June 1988 to December 1989 
(dollars) 


Social Credit NDP 
Boundary Similkameen 
(election: 8 June 1988) Candidate 147 851 48 522 
Party 0 18 983 
Total 147 851 67 505 
Alberni 
(election: 19 November 1989) Candidate 37 887 12710 
Party 7 985 15 610 
Total 45 872 28 320 
Nanaimo 
(election: 15 March 1989) Candidate 42 216 37 000 
Party 25 745 18 578 
Total 67 961 55 578 
Point Grey 
(election: 15 March 1989) Candidate 106 971 71591 
Party 30 187 20 560 
Total 137 158 92 151 
Cariboo 
(election: 20 September 1989) Candidate 67 636 41091 
Party 146 238 42 679 
Total 213 874 83 770 
Oak Bay-Gordon Head 
(election: 13 December 1989) Candidate 68 697 59 362 
Party 77 557 29 328 
Total 146 254 88 690 


Sources: Reports on by-elections held in 1988 and 1989 from the British Columbia Chief Electoral 
Officer. 


contributions come in the form of discounted services. So, for exam- 
ple, if the constituency needs to rent a vehicle or two for the campaign 
it can often do so at a much reduced price. 

Social Credit constituency campaigns have generally become more 
elaborate and sophisticated over the last decade. When W.A.C. Bennett 
was in control, candidates in marginal seats would often receive finan- 
cial assistance from Gunderson’s educational fund, and many con- 
stituencies came to expect that cash would arrive once the election was 
called. When Kinsella and Lampert and their associates took over the 
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political direction of the party under Bill Bennett, they were determined 
to wean the constituencies from this dependence. For one thing, they 
knew that the cost of a modern campaign making extensive use of tele- 
vision advertising would quickly eat up the cash previously sent to 
local campaigns. In 1983 they kept the subventions to a minimum $2 000 
or so, and by 1986 almost all the constituencies had learned that they 
were on their own. 

Sitting MLAs in particular, after talks with Bennett and his staff, rec- 
ognized that they would need to make certain that they had sufficient 
funds in a campaign kitty if they wanted to be as certain as possible of 
re-election. Most new candidates got the same message. This led most 
constituencies to develop a fund-raising program based on the provin- 
cial efforts. 

A team of fund-raisers would be appointed by the constituency 
executive. In constituencies with one MLA, or with two, this would 
almost always be done at the urging of the elected member(s). The 
fund-raisers, mostly local businessmen (with some businesswomen 
and professionals) would divide up the list of contacts so that they 
could all be approached individually. An experienced fund-raising 
coordinator would attempt to instil a spirit of friendly rivalry among 
his or her canvassers. As with the provincial campaign, the canvassers 
would mostly approach people known to them, and as a consequence 
these campaigns began to have a quite high rate of return. Those 
involved with the central campaign and local fund-raisers agree that 
most constituencies have now built a healthy fund sufficient to allow 
their candidate to wage a full-scale campaign in the next election. 

Many of the local fund-raisers have been trained by the profes- 
sionals at the centre. One advantage that Social Credit constituency 
fund-raisers have over their counterparts in the NDP is control of the 
tax receipt. The provincial party issues tax receipts, but it has also author- 
ized constituencies to use the receipt for their own fund-raising. 
Generally in the Social Credit Party, those who collect the cash, keep 
the cash. The provincial party keeps the money it raises, the con- 
stituencies the money they raise. The only revenue sharing is in terms 
of memberships, where the money is split 50-50. 

Many constituencies have set up formal funds in which the direc- 
tors or trustees are independent of the association. The device of an 
independent fund is modelled on British Columbia Social Credit 
Funding Ltd. (although most are not incorporated) and is done for sim- 
ilar reasons. First, the amount of money held by the fund can be kept 
secret, and it is hoped that this will prevent party members and con- 
tributors from becoming complacent and closing their wallets. Second, 
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the distribution of the funds is more easily controlled by the MLA or 
the candidate and the few key individuals who do most of the fund- 
raising. This means that they can direct moneys to the projects they 
consider the most important. Finally it is felt, or at least hoped, that an 
independent fund provides a way of insulating the candidate from hav- 
ing any detailed knowledge about the contributions to the fund. 

Concerns about the operation of these independent funds have 
become public. These concerns follow a controversy over a retirement 
gift of an automobile to MLA Bill Reid by his constituency. 

Reid, then a staunch supporter of Premier Vander Zalm, was the cab- 
inet minister responsible for the distribution of lottery funds. In 1989, 
when it was revealed that he gave, unasked, a large grant to a society 
concerned with persons with disabilities for the purpose of developing 
a recycling program in his constituency — and with the proviso that the 
society buy the recycling materials from a company controlled by two 
of his close friends — Reid was forced to resign. The NDP opposition, in 
full cry, demanded that Reid be charged with a criminal offence; and, 
when officials of the attorney general's ministry decided that there was 
not sufficient evidence to secure a likely conviction, the NDP justice 
critic proceeded with a private prosecution. 

The “Reid affair” continued to be much in the news and was prov- 
ing embarrassing for a government intent on holding an election some- 
time in 1990. In the summer of 1990, Reid announced that he would 
not seek to run again. He seemed bitter about having to make this 
decision. In October his “retirement” present was revealed in the 
newspapers, and the question was asked why the constituency would 
agree to spend some $15 000 on an automobile just before an expected 
election call. 

The answer, of course, is that the constituency did not in fact con- 
trol the funds. Instead a special campaign fund had been established 
which, as usual, was controlled by individuals close to the MLA. Despite 
denials, it seems clear that some of the funds used to buy the car were 
raised as tax-receiptable donations.”4 As one senior Social Credit offi- 
cial pointed out, it is also quite possible for a group holding these trust 
funds to decide that it does not like a nominated candidate and then 
withhold the funds from his or her election campaign. 

The British Columbia Social Credit Party has been beset for many 
years by charges, generally veiled charges, of financial impropriety. 
Editorial writers were fond of arguing that Einar Gunderson should 
not sit on any government-appointed agencies as long as he controlled 
the Free Enterprise Educational Fund (Sherman 1966, 305). Bill Bennett 
had to live with the “dirty tricks” scandal that ended the career of Dan 
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Campbell, who had been his chief fund-raiser, and Bill Vander Zalm 
has had more than his share of trouble in this regard. Mason and Baldrey 
(1989) describe many of these charges, which include an RCMP investi- 
gation into the relationship between the premier and his friend Peter 
Toigo, after it had been suggested by members of a Crown corporation 
board of directors that a charge of influence peddling might be war- 
ranted. More recently the premier was embarrassed by the disclosure 
that a cabinet minister, Elwood Veitch, had received a $1 000 donation 
from the realtor who handled the sale of Fantasy Gardens for the Vander 
Zalms. Unfortunately the realtor was facing charges of theft laid by her 
former partners. Veitch returned the donation. 

In this atmosphere it is not surprising that it is occasionally sug- 
gested in the media, and by others, that contributions are given in the 
expectation of favours to be received. The fact that discretionary spend- 
ing on highway contracts is often increased in election years is seen as 
a potential device for obtaining contributions. In 1986, for example, in 
Cariboo, a vast constituency served by the long-time Minister of 
Highways, the area manager had some $30 million available for day- 
labour contracts that were not subject to a bidding process. 

At the same time, those involved with the central fund-raising cam- 
paign have been instructed to consider it a warning bell when a dona- 
tion of more than $10 000 is offered. Large donations are turned down 
for fear that the government and the party will be compromised. In 
1986 Vander Zalm told his campaign team to make sure that they did 
not spend more money than in 1983. In the end they spent only $17 226 
more than he wanted (Poole interview 1990). 

But rumours are largely inspired by the absence of rules requiring 
the disclosure of political contributions. This is unfortunate because 
there is no evidence to suggest that the Social Credit Party attempts 
to hide its actual cash expenditures. The reports provided the chief 
electoral officer and made under the Society Act seem quite accurate, with 
the exception of the initial failure to report Dan Campbell’s cash expend- 
itures in 1979. But, as with the other parties, they do not reflect the 
contribution value of services in kind. 

Finally, a note on the 1986 Social Credit leadership convention, 
which chose William Vander Zalm. The money to fund the campaigns 
of the 11 candidates was raised without any use of the tax-credit scheme. 
All those involved with the campaigns are very close-mouthed about 
amounts raised and spent, but knowledgeable observers estimate that 
expenditures were something in the order of $3 million. Almost every- 
one acknowledges that Grace McCarthy spent the most, with estimates 
ranging up to $1 million. In interviews it was suggested that Brian Smith 
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and Bud Smith spent around $500 000 each. The other million or so was 
spent by the other candidates with the eventual winner, Vander Zalm, 
seen as spending less than half the amount that each of the Smiths is 
believed to have dispensed. Most of the campaigns ended up in debt, and 
a number of fund-raising events had to be held to make certain that the 
candidates were not left with debts they could not personally meet. Grace 
McCarthy and Bill Vander Zalm did not need to hold these fund-raisers. 


THE ALSO-RANS 

In 1972 the Liberals reported that their central campaign had spent 
$223 754 and that Liberal candidates had spent $191 268 for a total 
expenditure of $415 022. In 1986 the total expenditure reported was 
$238 201. The central party spent just a little over $24 000, only a frac- 
tion more than in 1983, but a somewhat more impressive sum than the 
zero funds reported in 1979. Still, without any seats in the assembly 
since 1979, the Liberals seem to be a spent force. John Turner’s election 
in 1984 in Vancouver Quadra encouraged some Liberals to dream of a 
comeback inspired by a magical return of Turner charisma, but that 
was not to be. 

The expenditures for all parties in the 1986 provincial election, 
including the Liberals and other small parties, are listed in table 3.8. In 


Table 3.8 
Reported expenditures in 1986 provincial general election for recognized parties 
and candidates of those parties 


$ % 
Social Credit 4111 366 54.0 
New Democrats 3 043 088 40.0 
Liberals 238 201 5.4 
Progressive Conservatives 45 799 
Libertas BC 20 945 
Communist Party of Canada 18 719 
Green Party 5 970 
Western Canada Concept 2 358 
People’s Front 2 170 
Libertarian 927 
New Republican 0 


Source: British Columbia Chief Electoral Officer, Statement of Votes for the provincial general 
election held in 1986. 
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addition, six independent candidates reported expenditures totalling 
$13 188. One of them running in Skeena spent $11 984 and received 
793 votes. An expensive hobby. 


CONCLUSION 

The contrast between the Social Credit Party and the New Democratic 
Party is stark as regards party finance and much else as well. But the 
differences are not as great as they once were or seemed to be. Social 
Credit does not enjoy unlimited wealth, and the NDP is not strapped 
for funds even though it may have problems with cash. It is true 
that in 1986 the Socreds outspent the NDP by more than $1 million, 
counting both candidate and central campaign expenditures. But then 
the Socreds attracted more voters to their cause. It cost them $4.31 a 
vote. The NDP paid $3.69 for each of its votes. By contrast the provin- 
cial treasury spent more on both parties for each registered voter: $5.36 
per voter, according to the chief electoral officer’s report. 

The distribution of central campaign expenditures would also seem 
to be similar for both parties. A breakdown of the 1986 NDP expendi- 
tures shows that advertising accounts for 62 percent of the central cam- 
paign’s expenditures. The next most expensive items are staff costs at 
just over 18 percent of the total. Everything else, including surveys and 
the leader’s tour, accounts for the remaining 20 percent. Social Credit 
also spends the bulk of its central campaign funds on advertising. The 
Socreds spend a greater proportion of their total on surveys and less on 
staff than does the NDP. Of course the party in power gains some organ- 
izational advantage from having ready access to public service and 
other resources of government (Lampert interview 1990). 

The NDP spends more money between elections than the Socreds 
spend. In addition to staffing costs, the NDP spends considerable sums 
on executive and council meetings, policy committees and internal 
newspapers and newsletters. Social Credit spends more modest admin- 
istrative sums, and, according to senior party officials, their expendi- 
tures are more oriented to election preparation. 

If we take both parties’ administrative expenditures from 1985 to 
1989, add to these the total expenditures in the 1986 election plus the 
substantial sums spent in the six by-elections not posted in the annual 
statements, and exclude all the NDP expenditures on the 1988 federal elec- 
tion, then during the five-and-a-half-year period the NDP outspent Social 
Credit. The NDP total is $11 602 201, compared with $9 582 421 spent by 
Social Credit. Table 3.9 provides the breakdown. 

It is impossible to compare total revenues over a similar period 
because British Columbia Social Credit Funding Ltd. and the various 
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Table 3.9 
A comparison of expenditures made by the Social Credit Party and the New 
Democratic Party, British Columbia section, 1985-89 


(dollars) 
Social Credit NDP 

1985 
Administrative expenditures 596 198 1578 308 
1986 
Administrative expenditures 1 322 539 1 683 237 
1987 
Administrative expenditures 1 333 604 1576 751 
1988 
Administrative expenditures 632 054 1 847 028 
1989 
Administrative expenditures 891 607 1603 513 
1986 
Central campaign 1 817 226 1 416 766 
1986 
Candidates’ expenditures 2 294 140 1 626 322 
1987/88 by-election 
Expenditures not included above 695 053 270 276 

Total expenditures 9 582 421 11 602 201 


Sources: Reports of the British Columbia Chief Electoral Officer, 1986, 1987 and 1988, Social 
Credit financial statements filed pursuant to the Society Act 1985 to 1989, and New Democratic 
Party of British Columbia financial statements from 1985 to 1989. 


constituency funds need not, and will not, provide details of their hold- 
ings. Still, it is unlikely that Social Credit would be able to raise much 
more money than the NDP. It must be remembered that a substantial por- 
tion of funds raised by the New Democrats is transferred to the fed- 
eral party or used for federal election purposes. As well it seems unlikely 
that either party has a great advantage in obtaining services in kind. 
The NDP imports more organizers paid for by angels from afar. But the 
Socreds have more than a few angels on their side and would seem to 
be more successful in obtaining supplies, discounted and free, for their 
local campaigns. However, NDP local campaigns have also known some 
generous suppliers. The playing field is pretty level. 

The two parties are in some important sense taking part in very 
different games. Not so much ideological games, although in terms of 
their attitudes to the reform of party and election finance they own dif- 
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ferent histories and wear different policies. An NDP government will 
require complete disclosure of all financial transactions that political 
parties conduct. It will also impose contribution limits and spending lim- 
its and will seriously consider direct public subsidies.2> Social Credit 
will seriously consider spending limits but will never require the dis- 
closure of contributions. Even the Social Credit government's own com- 
missioner, Judge Eckardt, couldn’t persuade the party that the disclosure 
of all contributions over $100 was the quid pro quo for tax credit 
legislation.”© 

However, the important differences are historical and structural. 
The NDP has always looked to Ottawa, even from faraway Vancouver. 
Socialism can know no boundaries, not even the mythic boundaries of 
the Canadian federation. 

Social Credit, which has never looked to Ottawa, fears that the 
Rocky Mountains are not tall enough to keep out strangers. The party 
can know nothing more important than its own need to be the guardian 
of British Columbia’s virtue, which is why resistance to the fashions of 
Ottawa and Toronto is seen as nothing less than a patriotic duty. It is a 
welcome duty if it helps maintain a political system that has kept the 
old faith and preserved the new entrepreneurs. 

Party finance in British Columbia, and electoral reform, are all 
bound up in two different visions of the centre — and of the periphery. 
Is it not always so in Canada? 


ABBREVIATIONS 
am. amended 
cen chapter 
R.S.B.C Revised Statutes of British Columbia 
Ss. section 
S.B.C Statutes of British Columbia 
NOTES 


This study was completed on 26 March 1991. A number of significant changes 
in the political life of the province have occurred since this date. William Vander 
Zalm resigned as premier and as leader of the Social Credit Party on 2 April. 
He was succeeded as premier by Rita Johnston, who became leader of the Social 
Credit Party in July, after a narrow convention victory over Grace McCarthy. 
In the general election held on 17 October, Social Credit won only 7 of the 75 
seats. The New Democratic Party, with 51 seats, formed a majority govern- 
ment in early November. The Liberal Party, after winning 17 seats, now forms 
the official Opposition. 
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. Professor Paltiel was the research director of the federal Committee on 


Election Expenses. Through his scholarly and popular writings, includ- 
ing Paltiel (1970), he was instrumental in keeping the issues of party and 
election campaign financing on the political agenda. 


. The full text of the rules and provisions set down here can be found in 


three acts: the Election Act (consolidated 13 March 1990); the British 
Columbia Constitution Act (consolidated 14 November 1986); and the British 
Columbia Income Tax Act. 


. These were: the Election Regulation Act, 1871; the Qualification and Registration 


of Voters Act, 1871; and the Trial of Controverted Elections Act, 1871. 


. The Commission was established primarily to recommend changes to the 


electoral district boundaries. The sole commissioner, provincial court Judge 
Larry Eckardt, also made several other recommendations, including this 
provincial tax credit legislation. 


. One of the quirks of the BC system for the production of ballot forms and 


papers is that the candidate of the government party is listed first on the 
ballot, followed by the candidate of the party whose leader is the recog- 
nized Opposition leader in the last assembly, followed by the other candi- 
dates in alphabetical order. This W.A.C. Bennett invention survived the 
premiership of David Barrett and is still contained in the Election Act (86). 


. 12 February 1990, Return of Candidates Election Expenses and Affidavit of 


Candidate and Official Agent filed with the Chief Electoral Officer, British 
Columbia, by Louis Lesosky following a by-election in the electoral district 
of Oak Bay—Gordon Head held on 13 December 1989. 


. 15 November 1989, Return of Candidates Election Expenses and Affidavit of 


Candidate and Official Agent filed with the Chief Electoral Officer, British 
Columbia, by Hans Brown, Secretary, and Roger Howard, Treasurer, fol-. 
lowing a by-election in the electoral district of Cariboo held on 20 December 
1989, and 11 May 1989 letter to Jeanette Gogo c/o Harry Goldberg, Chief 
Electoral Officer, signed by Lin Rubin, Director of Administration, New 
Democrats of BC, filed with the Chief Electoral Officer, British Columbia. 
Roger Howard, the party’s treasurer for more than 18 years, has confirmed 
that he did not notice until recently the requirement that the return be wit- 
nessed by a commissioner. 


. Letter to British Columbia Social Credit Party from M.A. Jorre de St. Jorre, 


Registrar of Companies, dated 21 January 1986 in the British Columbia 
Social Credit Party temporary file at the Registry of Companies, Victoria, 
British Columbia. 


- Elkins (1985) is an eloquent essay on ambiguity and complexity in the pol- 


itics of British Columbia. 


Social Credit organizers are aware of this practice and hope that it will be 
possible to call an election that overlaps with the election period in some 
other province, preferably in Saskatchewan or Manitoba. 


AUK) 


PAYING FOR THE POLITICS OF BRITISH COLUMBIA 


aie 


12. 


13% 


14. 
TO: 


16. 


172 


18. 


1: 


20. 


21, 


The key players have been Hans Brown, the party’s provincial secretary 
(chief executive officer), who has laboured to make the budget process 
more realistic; Lin Rubin, the director of administration, who acts as a 
comptroller for the party; and Roger Howard, the provincial treasurer 
since 1972 (not a full-time job) and a University of British Columbia pro- 
fessor of physics, who has developed the computer programs that trans- 
late the complex rules of revenue sharing into exact dollar amounts. 


In several BC municipalities the New Democrats run candidates identified 
as NDP candidates, and the organizations formed for this purpose by NDP 
members are municipal parties. Like federal ridings or the youth section, 
they can act as the source of tax-receipted funds and retain the source’s 
15 percent share. 


In the interviews I conducted on this point it was apparent that the provin- 
cial office staff had been successful in persuading most constituencies 
without MLAs to enter into the spirit of the revenue sharing, but that a 
number of the strongest constituencies in terms of NDP voting support 
with MLAs continued to be hostile toward the new policy. 


Nelson-Creston draft fund-raising plan dated 18 June 1990. 


In April 1989 the five “have-not” sections had only paid $9 050 of their 
$115 000 assessment. See New Democratic Party (1989, 6). 


The groups whose membership the NDP sends appeals to include 
Greenpeace, the United Nations Association, the CBC Radio Guide sub- 
scribers, the John Howard Society, Energy Probe and similar activist- 
oriented constituencies. 


This information is contained in the discussion paper prepared by the 
British Columbia provincial office following the meeting at Wascana (New 
Democratic Party 1989). 


“Commission” is meant instead of “office.” 


The British Columbia NDP has a formal policy of refusing to accept “directly 
or indirectly any corporate donations except those from small businesses 
who support the principles and policies of the NDP: all such small busi- 
ness donations to be approved by the Provincial Executive.” There are dif- 
ferences of opinion within the NDP about what constitutes a small business. 


The Free Enterprise Education Fund is described in more detail in Mitchell 
(1983, 364-65). I have confirmed its existence by interview. 


“A number” is vague, but an accurate reflection of the Social Credit polit- 
ical culture. No one can remember exactly how many individuals took 
part. Perhaps 10 to 20 were involved, but some only in a peripheral fash- 
ion, and it is unclear when certain individuals became involved and when 
they ceased to be active. In the NDP a fund-raising group has a member- 
ship. Lists are kept and a formal, if not real, hierarchy is identified. The 
“right” doesn’t like to do business in such a structured fashion. 
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22. The NDP in BC still had an advantage because it could provide a joint receipt 
as described above that would provide a greater tax credit for donations 
over $100. For very large donations, the contributor could get $1 000 back 
instead of $500, a not insignificant difference. 


23. See “Get Involved, Stay Involved,” published by British Columbia Social 
Credit Funding Ltd. 


24. This use of campaign funds is not dissimilar to the “golden parachute” 
which permits “members of the US Congress who were in office on January 
8, 1980 to keep campaign contributions for personal use after leaving 
office.” This “grandfather clause” is described in Sabato (1989), which 
urges that the practice be ended as it cannot seem to be other than an 
improper conversion of funds intended for one purpose and used for 
another not foreseen by campaign contributors. See especially pp. 68, 69. 


25. Leadership contests in the NDP are strictly regulated. In the 1984 contest 
in British Columbia, candidates were not permitted to spend more than 
$20 000. The provincial party sponsored a leadership candidates’ tour 
around the province, but the cost of the tour for each candidate was paid 
for out of the $20 000. Full disclosure of contributions and expenditures was 
required. These were published in the party’s monthly newspaper, the 
Democrat. A nomination process requiring candidates to have more than 
a handful of supporters prepared to sign nomination papers was used to 
prevent fringe candidacies. These same rules applied for the 1987 con- 
vention following the resignation of Robert Skelly as leader. As it hap- 
pened, Michael Harcourt was elected to the post without opposition. He 
paid the expenses of a pre-convention tour from donations given to his 
leadership campaign and provided a statement of contributions and expend- 
itures to the party newspaper. 


26. In addition to recommending tax credit legislation, Judge Eckardt in his 
1978 report called for disclosure of all contributions over $100. He was 
ignored. See BC Royal Commission (1978). 


INTERVIEWS 


I am grateful to the following individuals for granting interviews. In certain 
instances some of those named below have asked me not to use specific quotes. 
A few individuals asked that I not indicate that they spoke to me on these mat- 
ters, and of course they are not listed here. 


Brown, Hans, Provincial Secretary and Campaign Manager, New 
Democratic Party of British Columbia 


Howard, Roger, Provincial Treasurer, New Democratic Party of British 
Columbia 


Jones, Cate, Fundraising Co-ordinator, New Democratic Party of British 
Columbia 
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Lampert, Jerry, former Principal Secretary to the Premier of British 
Columbia 


McCarthy, Grace, MLA, former cabinet minister and former president, British 
Columbia Social Credit Party 


Poole, David, former Principal Secretary and Deputy Minister to the Premier 
of British Columbia 


Rubin, Lin, Director of Administration, New Democratic Party of British 
Columbia 


Warren, Michael, Partner, Owen Bird, Barristers and Solicitors, and fund- 
raiser for the British Columbia Social Credit Party 
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THE EVOLUTION OF 
POLITICAL FINANCING 
REGULATION IN 
NEW BRUNSWICK 


(ig) 


Hugh Mellon 


or ACTIVITY IN New Brunswick has often been viewed as a vig- 
orously fought contest where reliance on patronage and close com- 
mercial-political connections is widespread. Writing in the early 1960s, 
Thorburn observed that “politics at the provincial level is largely a bat- 
tle of the ins versus the outs for patronage plums” (1961, 163). Since 
then this traditional expectation has become less valid. More recent 
commentators such as Young and Bickerton have questioned the con- 
tinuing importance of partisan competition and elections within 
Maritime politics (Young 1986; Bickerton 1989, 461-63). Such authors 
point to socio-economic and federal-provincial ties as subjects deserv- 
ing of further study, and their work suggests important avenues for 
research. Analysis of party and campaign financing provides a bridge 
between the study of electoral rivalry and the new emphasis on the 
interrelationship of politics and economics in contemporary settings. 

Societal evolution, the declining importance of patronage in the 
contemporary economy and public demands for increased openness 
have all contributed to a changing political environment. One aspect 
of this environment that has been transformed is the regulatory regime 
relating to the financing of partisan activity and campaign expendi- 
tures. In New Brunswick, the legislative centrepiece of the regime is 
the Political Process Financing Act, which was passed late in the second 
term (1974-78) of Premier Richard Hatfield’s government. This Act, 
although amended several times, remains largely intact. It sets out a 
range of controls on party fund-raising and spending. It also provides 
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a system whereby political parties receive a significant level of public 
funding. Overall, it appears there has been widespread acceptance of 
and compliance with the resulting regulatory regime. Given New 
Brunswick’s experience of more than a decade under this system, it is 
both timely and constructive to reflect upon events and trends in this 
province as similar topics are being debated at the national level. 

This study, which is divided into four sections, first examines the 
background to the introduction of the Political Process Financing Act in 
the provincial Legislative Assembly. Attention is given to the various 
provincial committees and studies that dealt with matters of electoral 
and party reform. 

The second section examines the debate in the Legislative Assembly 
arising from the proposed regulatory legislation and outlines the Political 
Process Financing Act's main provisions. 

The third section looks at the experiences and trends following the 
Act’s implementation. Key amendments to the Act over the 1978-90 
period are reviewed. 

The final section provides an overall assessment of the evolution 
in financing trends and regulatory efforts. It also examines remaining 
regulatory issues and potential developments. 


BACKGROUND AND BUILD-UP, 1966-78 

Two sets of factors lay behind the introduction and passage of the Political 
Process Financing Act in 1978. The first set involved the gradual mod- 
ernization of New Brunswick’s electoral laws and their administration, 
which dates from the mid-1960s. There was also a set of factors par- 
ticular to the 1977-78 period, which preceded the Act’s introduction 
and passage. Taken together, they provide a general picture of what was 
behind the 1978 legislative initiative and the public debates that ensued. 

Reform of provincial electoral laws grew as an issue after a minor 
controversy over a 1963 electoral recount in Saint John. In an effort to 
prevent a recurrence of such a difficulty, Liberal Premier Louis J. 
Robichaud (1960-70) commissioned J.E. Michaud to inquire into provin- 
cial electoral practices and make recommendations. This was still an 
era when voters could use home-made or party-sponsored ballot papers. 
Michaud reported that “it did not take me long to realise that the 
Elections Act was defective in many respects” (1966, 3). He diagnosed 
two problems: the markedly different voting provisions at elections for 
various levels of government, and the short period of employment for 
those running the provincial electoral system. Both voters and election 
administrators were vulnerable to confusion and a lack of suitable infor- 
mation. Michaud sensed that traditionalists might disagree, but he 
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opted to argue for harmonization of provincial electoral administra- 
tion with practices at the federal level: “I believe that the different sys- 
tems of voting lead to confusion, and in my opinion, should be made 
uniform at all elections, and I do so recommend?” (ibid., 4). 

Michaud’s recommendations covered a wide variety of matters. In 
addition to supporting adoption of a uniform ballot, he called for adjust- 
ment of electoral districts, the permanent appointment of the chief elec- 
toral officer and returning officers and notation of a candidate’s party 
allegiance on the ballots. To allow for such notation there would 
be a system of “recognized parties” encompassing the parties of the 
premier, opposition leader and any party with an official name that 
put forth 10 candidates. Michaud also advocated establishment of urban 
constituencies for cities and towns of a certain size. At that time New 
Brunswick operated with a system dominated by large, multi-member 
county ridings. 

Counties and local loyalties were for many years important fea- 
tures of provincial politics. Indeed, from Thorburn’s perspective, “local- 
ism, shading into small-scale regionalism, is the dominant characteristic 
of the New Brunswick electorate” (1961, 50). Political changes in the 
1960s, however, began to undercut these local ties. The Robichaud gov- 
ernment’s “Equal Opportunity”! initiative dramatically altered rela- 
tions between the local and provincial levels of government. The county 
level was dismantled, and the provincial government assumed com- 
plete responsibility for services such as education, social welfare and 
hospitals. Redistribution, uniformity and efficiency replaced localism 
and regional diversity (Young 1987, 95-99). 

The Equal Opportunity program “can also be understood ... as clear- 
ing the internal environment of the provincial state” (Young 1987, 93). 
Intraprovincial barriers to provincewide modernization were being 
reduced. This was part of an ongoing transformation in the character 
of government in New Brunswick and of the provincial approach to 
the promotion of economic development. In the past, provincial and 
local party networks had provided economic benefits to their loyalists 
in the form of government jobs, appointments and contracts. State 
structures, meanwhile, were weak and decentralized. Changes after 
the Second World War brought major adjustments. Young’s assessment 
of this period led him to assert that “the patronage system gradually 
withered at its roots, particularly in urban areas” (Young 1984, 1). After 
decades of general acceptance of widespread patronage and of efforts 
“aimed at protecting domestic firms from upper-Canadian aggression” 
(ibid.), state structures were strengthened and centralized while out- 
side firms and investment were avidly sought. 
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Reforms of the 1960s 

Premier Robichaud and his government used some of Michaud’s sug- 
gestions in legislation passed before the 1967 provincial election. The 
resulting legislation provided for a standardized ballot, a permanent 
provincial chief electoral officer and some constituency redistribution. 
The constituency handiwork may have helped the government elec- 
torally, but it also “augmented the unhealthy ethnic split between the 
North and the South which already existed” (Stanley 1984, 166). The 
northern and eastern regions of New Brunswick are home to a sizable 
Acadian, French-speaking population, while the southern and west- 
ern portions of the province are largely English-speaking. 

The procedures for setting constituency boundaries and for declar- 
ing potential conflicts of interest on the part of candidates were also 
important issues. “While the Conservatives failed to convince the 
Liberals to adopt single-member ridings or to appoint an electoral- 
boundaries review committee with representatives from government 
and opposition, they did persuade them that the proposed qualifications 
for candidates running for election were too restrictive” (Stanley 1984, 166). 
It was decided that only elected candidates need be concerned with 
conflict of interest regulations. 

The reforms of the 1960s helped set the stage for the debates of the 
1970s. Steps such as the appointment of a chief electoral officer indi- 
cated restraint upon the traditional partisan conventions. A number of 
existing practices were overturned and the distribution of provincial 
ridings became the subject of intensified political attention. Electoral 
reform remained a governmental concern after the defeat of the 
Robichaud government in 1970 by Richard Hatfield and the Progressive 
Conservatives. Hatfield supported the idea of moving to a complete 
set of single-member electoral districts. However, his government 
delayed taking action for several years (Childs 1973). 


The Early 1970s 

During the early 1970s, both parties recognized the value of further 
discussion concerning electoral administration and financing issues. 
As a result of this shared perception, Premier Hatfield and Opposition 
Leader Robert Higgins agreed on the appointment of a Select Committee 
on the New Brunswick Elections Act in June of 1973. The Committee, 
composed of both Progressive Conservative and Liberal MLAs, heard 
public submissions and made a thorough study of matters pertaining 
to electoral rolls, financing issues and overall election administration. 
They consulted with outside experts such as the federal Chief Electoral 
Officer Jean-Marc Hamel and various electoral officials from Nova 
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Scotia, British Columbia and the neighbouring state of Maine (New 
Bruns. Select Committee 1974, 4). 

In October 1973, Premier Hatfield finally moved on the idea of 
single-member districts. He appointed a Commission, made up of private 
citizens and headed by G. Edwin Graham, a prominent executive with 
New Brunswick Telephone Company, Limited. This Boundaries 
Commission was to divide up the existing multi-member constituen- 
cies and create a provincewide system of single-member ridings. The 
members of the Commission produced a draft map of constituency 
boundaries and then solicited public input. Following widespread hear- 
ings, Graham and his colleagues presented a revised set of riding pro- 
posals to the government early in 1974, as the first stage of their work. 
Still to come were their final reflections on elections and legislative 
representation. 

Both committees received a significant number of submissions from 
across New Brunswick. The Select Committee of MLAs, for example, 
“received a total of 72 submissions presented ... by individuals and/or 
organizations” (New Bruns. Select Committee 1974, 1). Issues such as 
voting procedures, campaign conduct and expenditure limits were 
raised during the hearings. It is worthwhile examining the work of the 
two committees and their contribution to the debates about electoral 
operations and party behaviour. Such debates took place not only among 
committee members, but also within the senior ranks of both the gov- 
erning Progressive Conservatives and the opposition Liberals. 


Recommendations of the Select Committee 
The Select Committee produced a thoughtful report containing 29 rec- 
ommendations. The recommendations ranged from rejection of a per- 
manent voters list to proposals covering recounts and mail voting, legal 
recognition of political parties and controls on election expenses. It is 
to these last two items that our attention now turns. 

On the question of the legal status of political parties the Select 
Committee’s position was expressed this way: 


The Committee recommends that provincial parties and constituency 
associations be required to become legal entities capable of suing and 
being sued in the Civil Courts, and of being held liable and respon- 
sible for abuses and violations of any regulatory legislation. A legal, 
registered entity and specific named individuals should be identifi- 
able to accept responsibility in order to improve and maintain pub- 
lic confidence in the system. (New Bruns. Select Committee 1974, 12) 
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Note the reference to the state of public confidence in the party sys- 
tem. Committee members were clearly concerned with upgrading both 
openness and public confidence in the political system. 

The Select Committee also chose to support the introduction of reg- 
ulations on party fund-raising and expenditure practices. Calls for such 
a response had come from both private individuals and various groups 
during the Committee’s hearings. Groups as diverse as the New 
Brunswick Federation of Labour, the Young Liberals of l’Université de 
Moncton, the Greater Moncton Chamber of Commerce and the New 
Brunswick Progressive Conservative Association all called for at least 
some degree of regulation.* 

Fund-raising was always an ongoing challenge for parties in the 
less wealthy parts of Canada. 


In poorer provinces, leaders or their agents could try to raise money 
in Toronto or Montreal at fundraising dinners, or appeal to sister par- 
ties elsewhere for help. But they inevitably had to look within their own 
provinces for the bulk of the funds to run their party, and that search 
inevitably drove fundraisers and ministers to scrutinize lists of those 
doing business with the government. (Simpson 1988, 188) 


Patronage and kickback types of transactions had been widespread 
over the years as governments sought to build up funds while in power, 
to tide them over their potential subsequent years in opposition. 

By the early 1970s such practices were becoming troublesome. 
Committee members were sensing the potential for widespread pub- 
lic discontent. Furthermore, economic and social modernization was 
leaving a diminished sphere of matters for partisan distribution. In 
addition to Equal Opportunity, the Robichaud government had insti- 
tuted collective bargaining for public servants. The subsequent rise of 
provincial public sector unionism helped constrain political firings or 
dismissals after the 1970 election (Fitzpatrick 1978, 129). Public sector 
operations and the hiring and firing of permanent civil servants were 
now becoming more bureaucratized. 

In the view of the Select Committee members, changes were needed 
to prevent public criticism as well as to provide their parties with a 
firmer financial footing. 


We recognize and support the premise that private financing alone has 
failed to meet the requirements of modern parties and candidates. As 
noted, it has created to a degree some mistrust and loss of confidence 
in our political system. The Committee recommends the adoption of 
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legislation which would provide a minimum degree of public assist- 
ance coupled with adequate disclosure and reporting regulations 
which would eliminate from the system any suspicion of abuses. (New 
Bruns. Select Committee 1974, 13) 


The Committee called for disclosure of contributions over $100, 
tax credits for donors, campaign expenditure reimbursement, limits on 
candidate and party expenditures, and post-election filing of party and 
candidate financial reports (New Bruns. Select Committee 1974, 13-16). 
It also urged “the establishment of adequate legislation for strict 
control and enforcement by way of severe penalties for infractions” 
(ibid., 16). 

The reports of both the Boundaries Commission and the Select 
Committee on the Elections Act were rapidly dealt with by the Hatfield 
government. In February 1974, a proposed constituencies map bearing 
the general imprint of the Commission’s handiwork was introduced 
into the Legislative Assembly. After debate and minor adjustment a 
constituencies map was approved. 


Elections Act Amendments 

In May 1974, there was debate and the subsequent passage of amendments 
to New Brunswick’s Elections Act. In this case, the degree to which the 
government accepted the Select Committee’s recommendations was a 
major point of debate. Senior opposition spokesperson and former 
Select Committee member Norbert Theriault proclaimed that “once 
again, the government has built a skeleton of intentions in order to 
make the people believe they are making fundamental reforms when, 
in reality, there is nothing of a substantive nature in this bill” (New 
Bruns. Leg. Ass. 31 May 1974, 1675).3 Opposition Leader Higgins 
branded the bill “a first-class fizzle” (ibid., 1679). At issue was the gov- 
ernment’s rejection of the Select Committee’s recommendations relat- 
ing to expenditure limits and public disclosure of donations. The 
Committee had endorsed limits on election expenditures for both polit- 
ical parties and individual candidates (New Bruns. Select Committee 
1974, 15-16). With reference to disclosure: 


The Committee recommend[ed] that parties and candidates be 
required to file extensive financial reports within a reasonable time 
following an election. The reports should include an indication of 
the sources and amounts of campaign funds as well as the name of 
the donors for all contributions in excess of $100. (New Bruns. Select 
Committee 1974, 16) 
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Instead of including expenditure limits and broad public disclo- 
sure requirements, the government's legislative package was more 
modest. Provision was made for the registration of political parties 
and their agents. The chief electoral officer was assigned responsibil- 
ity for maintaining the resulting registry, and the parties were to be 
responsible for informing him or her of personnel changes among their 
chief party agents and electoral district agents. Provisions were also 
included for the mandatory reporting of election expenses by chief 
agents, electoral district agents and candidates, with the chief electoral 
officer reviewing the reported expenditures and publishing them in 
summary form. However, there would be no legislated limits on expend- 
iture or donation levels. Premier Hatfield defended this decision by 
pointing to what he argued were administrative difficulties encoun- 
tered in Quebec and the United States with regulations similar to those 
envisioned by the Select Committee. 


The Honourable member [Theriault] makes a great thing about the 
recommendation with regard to finances and disclosure. He says they 
are fundamental to improving the image of our political system, and 
I agree with this and have agreed with it for some time. The problem 
is to find a meaningful and effective way to handle it. 

The recommendation of the [Select Committee] report with regard 
to disclosure and financing was basically the one that was passed by 
the federal government and by the political jurisdiction of the province 
of Quebec, and in their efforts to try to improve the situation, they 
didn’t really impress anybody. There are still the same charges and 
countercharges being made in the province of Quebec even after their 
four years of experience with this type of legislation. 

You also gave the impression that the government of the United 
States took the position that they should go for ultimate disclosure 
and that that cleaned up their whole situation, but I don’t think their 
situation has ever been worse since they took that action. 

I feel that to take half a step or one that is not well considered will 
have a far worse effect if it doesn’t meet the problem; therefore, the 
government’s position is that we will not make cosmetic changes in 
legislation just to react to a situation for the sake of appearance. (New 
Bruns. Leg. Ass. 31 May 1974, 1683) 


It might be noted that the Ontario Commission on the Legislature, 
chaired by Hatfield confidant Dalton Camp, took a similar stance against 
spending limits and in favour of wider disclosure (1974, 42). 

Moving to simple publication of expenses was a limited step, reflect- 
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ing the government’s caution in supporting political reforms as well as 
the reluctance of “grassroots” and “backroom” organizers to move 
rapidly into relatively uncharted waters. The extent of political reform 
in New Brunswick in the 1960s and 1970s was difficult for some to adapt 
to. Hatfield and his government were making significant structural 
changes to the central machinery of government in the early 1970s (Leger 
1983, 18), and legislation was passed setting out tighter procedural con- 
trols over public purchasing and Crown construction contracts (Starr 
1987, 73).4 Hatfield had shown himself to be a moderate reformer on 
several fronts, yet there was evidence that elements within his party 
were reluctant to give up past practices. Victory in the 1970 provincial 
election gave rise to demands for the customary patronage rewards. 
Some wanted jobs (Jonah 1971), while others wanted to replenish party 
coffers after a decade in opposition (Simpson 1988, 185-90). As leader, 
Hatfield had to take these views into consideration. He and his gov- 
ernment opted for limited change in the field of political party regula- 
tion, but did not close the door completely on discussion of possible 
future reforms. It is noteworthy that, while defending his government’s 
legislation, Hatfield endorsed full public funding of political parties as 
“the ultimate answer” (New Bruns. Leg. Ass. 31 May 1974, 1684). 


The Election of 1974 

Despite opposition protests, the government's proposed amendments 
were passed and implemented in time for the provincial election in the 
fall of 1974. This was a novel election, coming as it did after changes in 
constituency boundaries and amendments to the administrative and 
regulatory protocols governing the conduct of elections. The transitory 
character of the election intensified as political observers awaited the 
final report of the Boundaries Commission. The redrawing of con- 
stituencies had been simply their first task; their final report was to 
provide their reflections on the essentials of legislative representation. 
While selected individual changes may seem minor with hindsight, 
the whole atmosphere was marked by awareness of change and the 
passing of customary practices. This was summed up in the following 
passage from an editorial in the Saint John Telegraph-Journal entitled 
“A Different Election” - “N.B. Election ‘74 may turn out, in the long 
run, not only to have a new set of rules but to be the only one of its 
kind” (1974b). 

The election was actively contested, and the Progressive 
Conservatives and the Liberals spent almost $1 million each. The 
reported expenditures of the Progressive Conservatives, Liberals and 
New Democrats are set out in table 4.1. Given the closed and generally 
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Table 4.1 


Reported expenditures by party, 1974 provincial election campaign 
(dollars) 


Chief Electoral 

agents district agents Candidates Total 
Progressive Conservatives 228 060 661 234 40 472 929 766 
Liberals 344 415 597 249 22 670 964 334 
New Democrats 17 787 4 183 5 450 23 420 


Source: New Brunswick, Chief Electoral Officer (1974, 26). Both le Parti Acadien and the Canada 
Party, short-lived protest parties, also fielded candidates, but their reporting of election spending 
was fragmentary. 


Note: Figures are rounded to the nearest dollar. 


unregulated character of the campaign process before 1974, it is diffi- 
cult to ascertain whether these expenditure levels corresponded to the 
then prevailing pattern of party and candidate spending. Whatever the 
case, some strategists and activists within the two major parties were 
concerned that the expenditures might seem unnecessarily high to 
members of the general public. In fact, during the campaign, Premier 
Hatfield himself had criticized Liberal party campaign spending lev- 
els.° This seems somewhat surprising, given the similarity in the spend- 
ing levels reported by both parties. 

Hatfield and the Progressive Conservatives triumphed in the elec- 
tion. Their campaign stressed such issues as the Bricklin automobile, the 
proposed Point Lepreau nuclear power plant, the value of a second 
term to consolidate the government’s achievements and optimistic 
pride in New Brunswick’s economic potential. The Premier pointed 
repeatedly to the possible benefits presented by public support of the 
Bricklin project (Starr 1987, 83-84). 


The Boundaries Commission Report, 1975 

Electoral reform continued to be an issue after the 1974 election. In the 
following year the final report of the Boundaries Commission was pre- 
sented to the government. The report stressed support for a multi-party 
system, a plurality electoral system, decennial redistributions by inde- 
pendent commissions, reduced population variances among seats, pub- 
lic education about politics and improved salaries for elected members. 
The deep roots of traditional perspectives on the character of legislative 
representation can be seen in the following passage from the 
Commission’s report: “The effectiveness of the representation depends 
on whether the representatives are on the government or opposition 
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side of the House and whether or not a member is in Cabinet” (New 
Bruns. Representation and Electoral Districts Boundaries Commission 
1975, 3). The quality of representation was understood as being deter- 
mined by access to the levers of power. Debate and public involvement 
were subservient to the aim of winning power. 


Controversy and Criticism 

During the mid-1970s a series of controversies and court actions helped 
keep political party financing and behaviour an important issue. Taken 
together, these are the second set of factors contributing to the move- 
ment toward the adoption in 1978 of party financing controls. By 1977 
the Hatfield government was tarnished by several publicized Progressive 
Conservative Party fund-raising scandals (Simpson 1988, 185-94; Starr 
1987, 66-117) and by accusations of ineptitude resulting from the col- 
lapse of the Bricklin automobile venture (Starr 1987, 85-101). Liberal 
leader Robert Higgins responded to these events in March 1977 by call- 
ing for a royal commission on party financing. Furthermore, he sug- 
gested that there had been government interference in RCMP inquiries 
into Progressive Conservative financing matters (ibid., 107). Higgins 
then went on to announce that he would resign if his accusation of 
interference was disproven. Hatfield rejected the call for a royal com- 
mission, but did institute a judicial inquiry to investigate the interfer- 
ence allegation. 

In late January 1978, provincial Chief Justice Charles J.A. Hughes 
unveiled his report on the allegations made by Higgins. The Chief 
Justice found that there had been no clear interference, but the polliti- 
cal atmosphere remained tense. Higgins and another prominent Liberal 
MLA, John Turnbull, resigned their seats. Higgins also stepped down as 
Liberal leader. This outcome certainly did not satisfy everyone. In an 
editorial entitled “Bob Exits, Head High” the Telegraph-Journal of Saint 
John observed: 


Now, the Chief Justice has found that there was no obstruction of the 
RCMP by the provincial Department of Justice. But that is the finding 
of a judicial inquiry after long, involved and at times uncertain evi- 
dence flawed or shaded “by differences in perception, frailty of human 
memory and certain inconsistencies.” (Telegraph-Journal 1978a) 


The day the Hughes Report was made public, Premier Hatfield 
announced his intention to present a legislative proposal relating to 
party fund-raising and spending (Telegraph-Journal 1978b). He and the 
government began moving on a variety of fronts to dispel the troubling 


148 


PRO VIN CTAL PARTY ‘AND ELTEGTIO Ne EIN ANICE 


clouds of controversy and criticism (Starr 1987, 113). Former Justice 
Minister Baxter launched legal action against the CBC over its initial 
coverage of the allegations of governmental interference into police 
inquiries. Early in the 1978 session of the Legislative Assembly, the 
government provided “43 volumes of documents concerning the 
bankrupt Bricklin (Canada) Ltd. sports car venture” (De Merchant 
1978).© Discussions over issues such as controlling conflicts of interest 
and access to information gained heightened governmental priority. 

The government delivered its Throne Speech on Tuesday, 14 March 
1978. Among the commitments was an announcement of plans to 
introduce controls over party financing and campaign spending. 
Commentators and political activists from across New Brunswick 
awaited the government's proposals with anticipation and curiosity. 

Meanwhile, Premier Hatfield was concerned that the preparation 
of the proposed legislation be looked after by individuals knowl- 
edgeable about the realities of political parties and campaigns. In light 
of the reservations he had expressed in 1974, there was a need for the 
proposals to do more than sound impressive. Practicality and effec- 
tiveness were required. 


introducing Legislation 

During the late 1977 and early 1978 period Premier Hatfield approached 
two knowledgeable and thoughtful Progressive Conservative activists, 
Harry Scott and Bruce Hatfield,’ to work on party and election spend- 
ing issues and to make recommendations. Both were members of the 
same law firm. Through the winter and spring Scott and Bruce Hatfield 
worked long hours researching and refining ideas. They examined 
rules in a variety of other jurisdictions, most particularly Quebec. In their 
deliberations they were often joined by the premier for extended 
debates, and under his general guidance Scott and Bruce Hatfield 
became the architects of what was to become the Political Process 
Financing Act. 

The Progressive Conservative caucus received their ideas and pro- 
posals in early April 1978. By June the proposed legislation was ready 
for debate in the Legislative Assembly. These debates are discussed in 
the next section, but mention should first be made of several key points 
regarding the period preceding mid-1978. First, serious electoral reform 
was not undertaken until the mid-1960s, when Robichaud’s Liberal 
and Hatfield’s Progressive Conservative governments tackled the job. 
Second, the strategy of administrative reform and centralization initi- 
ated by Robichaud’s Equal Opportunity program and maintained by 
Hatfield served to erode the degree of reliance upon local patronage 
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networks and partisan privileges. The times were changing, and if 
potential public upset were to be prevented, the behaviour of the major 
parties needed alteration. The third key point is that concerns were 
being raised within the senior ranks of the Progressive Conservatives 
and the Liberals about the possibility of difficulties stemming from 
political party financing scandals and perceived party misbehaviour. The 
final point to be noted is that 1978 was a pivotal year for the Hatfield 
government. It had been embroiled in difficulties arising from investi- 
gations of Progressive Conservative fund-raising, the fallout from the 
Bricklin collapse and the difficulties encountered by any government 
after eight long years in office. The Hatfield government was attempt- 
ing to weather the political storm brought upon by the criticisms of the 
recently resigned Liberal leader, Higgins, and the fallout from the 
resultant inquiry by Justice Hughes. A major feature of the govern- 
ment’s response was the introduction of legislation relating to party 
and election campaign financing. 


THE POLITICAL PROCESS FINANCING ACT OF 1978 
Premier Richard Hatfield rose in the New Brunswick Legislative 
Assembly on 6 June 1978 on second reading of Bill No. 60 (Political 
Process Financing) with these words: 


This legislation is the fulfilment of a promise I first made during the 
1974 provincial election campaign, and it is one of a continuing series 
of reforms the government has initiated since taking office to make the 
political system in New Brunswick more democratic, more responsi- 
ble, more rational and less susceptible to undue influence than it was 
in the past. (New Bruns. Leg. Ass. 6 June 1978, 4263-64) 


The proposed legislation accompanying this grand declaration was 
broad-ranging and comprehensive. In a variety of respects it built on 
the earlier work of the Select Committee of MLAs. Expenditure limits and 
disclosure of contributors would now be put into place, with provision 
made for regulation of party fund-raising and campaign expenditures 
as well as initiation of a system of limited public funding of political par- 
ties. There was no question that the legislation as drafted represented 
a serious response to the issues. The Saint John Telegraph-Journal declared: 
“The current reform bill looks like a sincere attempt to correct some of 
the problems and to get the financing of political activity on a busi- 
nesslike basis” (Telegraph-Journal 1978c). Perhaps the best measure of 
the bill’s serious intentions was the limited number of partisan jibes or 
recriminations in the subsequent legislative debate. Suggestions for 


150 
PROVINCIAL PARTY AND ELECTION FINANCE 


improvement were made and discussed seriously, and the low level of 
partisan “sound and fury” was noteworthy. 

Before dealing with the debate generated by the proposed bill let 
us review its key provisions. While introducing the bill’s contents 
Premier Hatfield outlined the “four broad principles that shaped [its] 
... development” (New Bruns. Leg. Ass. 6 June 1978, 4265-69). These 
principles included support for disclosure of political contributions 
with a system of limits on contributions; partial public funding of the 
political parties in keeping with their fundamental role within the polit- 
ical process; disclosure of political expenditures made by parties; and 
restraints on expenditures made by candidates and parties during elec- 
tion contests. Enforcement was to be the ultimate responsibility of the 
newly created provincial Supervisor of Political Financing. The 
Supervisor was to be assisted in this task by an advisory committee 
composed of party representatives. 

In section 37(2), the bill stipulated that individuals, corporations 
and trade unions could make donations only “to a registered politi- 
cal party, registered district association or registered independent 
candidate.” Provisions for registration were set out in the Elections Act, 
and insistence on registration in the 1974 Elections Act amendments 
eased potential control and surveillance difficulties. All donations over 
$100 would now have to be disclosed. To foil anyone attempting to 
avoid detection through multiple small contributions, the disclosure 
provisions were made clear. Section 58(1)(i) stipulated that all corpo- 
ration and trade union contributions would have to be reported as well 
as “the name and full address of each individual who has made con- 
tributions totalling more than one hundred dollars to the party and the 
total amount of his contributions to the party.” Receipts for such dona- 
tions were to be issued, and records kept by the party. Tax deductibil- 
ity was not a feature of the legislative proposals. There was to be a 
donation ceiling of $6 000 from any one source in election years and 
$3 000 in other years. 

Registered political parties would now collect an annual payment 
in proportion to the number of votes received by their candidates at 
the immediately preceding provincial general election. The reim- 
bursement rate was to be $1 per vote obtained, with the Supervisor of 
Political Financing overseeing the payment process. It was envisioned 
by the government that parties would need to meet the standard of 
having members elected to the Legislative Assembly if they were to 
obtain reimbursement at the full $1 per vote level. There were also pro- 
visions for a reimbursement to election candidates who received 
20 percent of the votes cast in their constituency. 
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Also included in the bill was a set of controls on the record-keeping 
and expenditures of registered political parties, registered electoral 
district associations and independent candidates. The parties were now to 
have auditors who would assist with the submission of regular financial 
reports to the Supervisor of Political Financing. Among other things, 
these reports were to include complete lists of all contributions of over 
$100, including the names of the contributors, this figure being the 
threshold for disclosure. The reports were also to contain summary 
records of all contributions received from individuals whose total dona- 
tion was under $100. Registered district associations and registered 
independent candidates also had to maintain donation and expenditure 
records. If dissatisfied, the Supervisor of Political Financing could select 
an auditor to review their records. 

The Political Process Financing Act called for the registered political 
parties to provide the Supervisor with two financial returns each year. 
The first return would cover the first six months of the year and the sec- 
ond would cover the remaining months. Returns were to be submitted 
within three months of the end of the period they applied to. If an elec- 
tion was called, the deadline for submission of financial returns would 
be extended for an additional 90 days. The financial returns for registered 
independent candidates had to be submitted within 90 days of the elec- 
tion. Material submitted by the registered parties and candidates was to 
be made available to the public within three months of its receipt. 

Registered parties were to report on their existing holdings and 
assets within a set time. No secret financial stockpiles were allowed. 

The regulatory regime also included limits on campaign expendi- 
tures that were similar in conception to those recommended in the 
Select Committee’s report. Election campaign spending was to be reined 
in and controlled. Premier Hatfield’s position that “the spending lim- 
its have been based on the number of electors the parties and candi- 
dates must reach” (New Bruns. Leg. Ass. 6 June 1978, 4268) reflected 
an approach he had rejected four years earlier. Limits were to be applied 
in both by-elections and general elections. The expenditure limits were 
to be based upon a set amount per elector. For by-elections, the amount 
per voter was slightly higher. Despite the per-voter figures, there were 
also allowable minimum and maximum levels per candidate, which 
helped guarantee a basic level of expenditures in a province where con- 
stituencies varied considerably in terms of population. 


The Supervisor of Political Financing 
The Supervisor of Political Financing was given the important job 
of making sure that people and parties complied. An Office of the 
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Supervisor was to be maintained, and documents filed under the 
legislated requirements were to be made available to the public. The 
Supervisor’s office was to provide guidelines to interested parties or 
individuals concerning the legislation’s provisions. It was also charged 
with responding to interpretation requests. Furthermore, it was the 
Supervisor’s responsibility to detect noncompliance and encourage 
corrective action. 

Provision was made for the appointment of an Advisory Committee 
to assist the Supervisor. Each party with members in the Legislative 
Assembly would have two representatives on the Committee. The 
Supervisor and the Chief Electoral Officer of New Brunswick were 
members as well, with the Supervisor serving as the chairperson. 
Generally speaking, this Committee was to be called together when 
the Supervisor wished to gather feedback and advice from those with 
direct practical campaign and party experience. 

Given the importance of the Supervisor’s position, it is not sur- 
prising that the method of selecting this person should have become a 
point of contention. Liberal leader Joe Daigle, Higgins’ successor, 
objected to the government's proposal that the Supervisor be appointed 
by the Lieutenant-Governor in Council on the basis of a Legislative 
Assembly recommendation. Daigle called for the establishment of a 
higher standard than a majority-vote recommendation. The government 
responded by emphasizing the age-old reliance on majoritarian types 
of provisions. In the end, Daigle yielded on this point, although he 
requested that the government confer with the legislative opposition on 
the choice (New Bruns. Leg. Ass. 27 June 1978, 6341). 


Public Payments and Tax Credits 

The government did revise some of its original proposals, however. 
The idea that only parties with elected members would receive an 
annual allowance was widely opposed as unnecessary favouritism to 
the Liberals and Progressive Conservatives. Hatfield, recognizing the 
problems inherent in the provision, moved to include the NDP. 


Since Bill 60 has been introduced, we have noted with interest the 
widespread criticism of the limitations on the annual allowance. It 
has been urged that if supporters of the Liberal and Conservative par- 
ties can, in effect, vote $1 for the support of their party, then sup- 
porters of other established parties should do the same. (New Bruns. 
Leg. Ass. 27 June 1978, 6341-42) 


To accommodate this criticism the government made the annual 
allowance payable not only to parties with elected members, “but also 
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to all registered parties that had at least 10 candidates in the last gen- 
eral election” (New Bruns. Leg. Ass. 27 June 1978, 6343). 

Tax deductibility also provoked widespread discussion. The gov- 
ernment had not included deductibility in its legislation because, as 
Premier Hatfield commented, “when we were drafting this legislation 
we looked more closely at the tax credit system and found it had some 
serious problems which convinced us to avoid it, at least for the time 
being” (New Bruns. Leg. Ass. 27 June 1978, 6348). The government’s 
position was that tax deductibility and public payments to parties 
could be viewed as alternative policy tools in that both involved fund- 
ing of party activities and were both ultimately “a drain on provincial 
revenues” (ibid.). Public payments based on votes were viewed as 
more reflective of majority preferences and easier to administer. 
Deductibility was portrayed by the Premier as being more reflective 
of the preferences of richer citizens (ibid.). Liberal leader Daigle pro- 
posed a reduced per vote rate of funding, and the application of the 
amount reduced to creation of a tax credit system (ibid., 6351). 
Notwithstanding such proposals, the government remained insistent 
that tax deductibility would not be added to the legislation. Daigle 
also questioned the level set for the expenditure limits, but this was 
not a major source of controversy. 


General Approval of the Act 

Within the province the legislation was greeted with general, if cau- 
tious, support. The bill seemed a thoughtful response to a complex and 
occasionally troubling set of issues. Newspaper editorials voiced these 
sentiments. The already quoted Saint John Telegraph-Journal’s overall 
editorial response was positive and it was not alone in such a view. The 
Moncton Times applauded the bill for whatever impetus it might give 
to increased public participation and reduced dominance of political life 
by lawyers. 


It thus may well be that the greatest benefits to eventually emerge 
from the Political Process Financing Act will not be so much the direct 
limits on spending and political contributions and so on, but the indi- 
rect encouragement to greater participation in the political process 
by the grassroots. (Moncton Times 1978) 


Save for the shift in the provisions covering public funding to the 
parties, the bill went ahead generally as envisioned by the government. 
Premier Hatfield selected Samuel “Sam” Field, a chartered accountant 
from Fredericton, to serve as Supervisor of Political Financing. Field 
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had not been active in partisan circles. He had had previous public sec- 
tor experience as a general manager of the province’s Community 
Improvement Corporation. In selecting Field the Premier engaged in the 
consultative spirit requested in the Legislative Assembly. Field was a 
strong choice. In addition to his professional training and public sec- 
tor experience, he had built up a private sector track record with a con- 
struction firm in the Fredericton area. It was agreed that he should 
keep this job and that the Supervisor’s position would be part time. 
Reaction to the Field appointment was good and the Telegraph-Journal 
reported that Liberal leader Daigle said Field’s “career was impres- 
sive” (Telegraph-Journal 1978d). 

From the day of his appointment, Field oversaw the preparation of 
the office of the Supervisor and the working out of administrative 
details. This process went quickly, and by 13 September 1978 all sections 
of the Political Process Financing Act were proclaimed. As events unfolded, 
it was fortunate the legislation was expedited, because a provincial 
election was called for 23 October 1978. 

In the next section our attention turns to the Act’s impact and 
provincial experience with it over the 1978-90 period. The Act as passed 
in 1978 was generally well-received as observers perceived it to be a 
sound legislative effort. People appeared supportive and committed 
to making it work. Evidence of this was the generally constructive tone 
of Assembly debate and the choice of Sam Field as Supervisor. 


EXPERIENCE WITH THE LEGISLATION 
It did not take long for the Political Process Financing Act to begin 
altering activities and perceptions. In fact, the very first annual report 
of the Supervisor of Political Financing suggested that the Act may 
well have contributed to an immediate reduction in the costs of 
campaigning. 


While it is perhaps too early to pass judgement on the effectiveness 
of the Political Process Financing Act, the implementation of controls over 
election period spending appears to have resulted in a significant 
reduction in the amounts spent in the 1978 campaign as compared to 
the last general election held in 1974. Total spending by parties and 
candidates in the 1978 general election amounted to $1 493 794. 
Reporting requirements in 1974 were much less stringent. However, 
based on the information available, a total of $1 929 883 was reported 
as having been spent by the parties and candidates to contest the 1974 
election. This represents a decrease of $436 089. (New Bruns. Supervisor 
1979/16) 
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Such a “decrease” becomes even more striking when the 1978 fig- 
ures are adjusted to correspond to 1974 price levels. When this calcu- 
lation was performed by the Office of the Political Financing Supervisor 
for its first annual report the result was “a reduction of some $1 158 000 
or a decrease of 44%” (New Bruns. Supervisor 1979, 6). 

The evidence of significant restraint found in the 1978 campaign 
has carried over to the subsequent elections of 1982 and 1987. The total 
level of party and candidate campaign period spending for all provin- 
cial elections since the 1974 Elections Act amendments is outlined in 
table 4.2. While there have been increases in actual dollar spending, 
adjusting the figures to constant 1978 dollars reveals a pattern consist- 
ent with the 1978 experience. 

The fact that total campaign period spending, as measured in con- 
stant dollars, in both the 1982 and 1987 elections was below the level 
reached in 1978 is interesting. Given the limited number of cases, how- 
ever, further analysis should be undertaken cautiously. A number of 
points should be noted about the “pattern” of campaign expenditures. 
First is the already mentioned concern in Progressive Conservative and 
Liberal circles about public perceptions of the 1974 campaign spending 
levels. Liberal leader Daigle reiterated this view during the debate over 
the Political Process Financing Act's introduction. 


If you check the figures across the North American continent, includ- 
ing the United States, you will see that in 1974 — and I don’t have all 
the figures here but I checked them —- we spent much more, much 
more than for any other election that was held in the last 10 years on 
a per voter basis. (New Bruns. Leg. Ass. 27 June 1978, 6375) 


Analysis of all these expenditures would obviously be a major task. 
The most detailed public study of the topic was done in the early 1980s 
by Mark Pedersen, then a graduate student at Queen’s University. He 
concluded that provincial parties were exercising greater care over their 
expenditures and observed that their strategists were opting to direct 
an increased share of expenditures to mass media advertising (Pedersen 
1982), hoping to reach target audiences more effectively. 

An additional point that deserves mention is the impact of public 
financing for the parties. This funding enabled opposition parties to 
express their views year round and allowed them to move some organ- 
izational expenses from the election campaign period. 

Although efforts to transfer actual campaign-oriented spending to 
a pre-campaign period are a possibility, there are several potential 
restraints. First, unlike many other regulatory regimes, New Brunswick’s 
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Table 4.2 
Campaign period spending 
(dollars) 

Total election period spending by parties and candidates, 1974-87 
Election year Actual 1978 constant 
1974 1929 882 2 651 399 
1978 1 493 794 1 493 794 
1982 2 117 990 1411 372 
1987 2 636 389 1 427 572 


Source: Adapted from Schedule 3, “Comparison of Election Period Spending both in Actual Dollars 
and in Constant 1978 Dollars, General Elections of 1974, 1978, 1982 and 1987” in the Supervisor's 
Annual Report for the period 1 April 1987 to 31 March 1988, 17. 


Note: Figures are rounded to the nearest dollar. 


Act calls for registered parties to submit financial reports covering con- 
tributions and expenditures reports twice a year, thus promoting dif- 
fusion of such information. Second, the Act also provides for year-round 
controls on media expenditures. Aside from the costs involved in mail- 
ings and in publicizing public meetings, there are limits on the amount 
that registered parties or registered district associations/registered 
independent candidates may spend ($25 000 and $200 respectively). 

The 1987 election spending reports reveal some degree of spend- 
ing restraint overall. Both candidates and parties spent significantly 
less than they were allowed. Expressed as a percentage under the party 
spending limit of $494 763, the Liberals, PCs and NDP were, respectively, 
23, 28 and 58 percent below the limit. These figures reflect, in part, the 
widespread support for the provincial Liberals, support which con- 
tinued relatively unabated during the campaign. The Progressive 
Conservatives and New Democrats had difficulty making any signifi- 
cant inroads (Starr 1987, 238-55). 


Advisory Committee 

The passage and subsequent implementation of the Political Process 
Financing Act had various other results. While these were not quite so 
dramatic, they were nonetheless significant. One result was the emer- 
gence of the multi-party Advisory Committee to the Supervisor. Each 
party with members in the Legislative Assembly had two members on 
the Committee. The Committee was very busy in the early years of the 
Act when understandings had to be reached and when working rela- 
tionships were developing. Despite the Committee’s partisan orienta- 
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tion, it proved a valuable forum of informed discussion. Samuel Field, 
the Supervisor, has publicly acknowledged the Committee’s important 
contributions (New Bruns. Supervisor 1979, 6). If any participants enter- 
tained fears of bitter wrangling and infighting, these were soon put to 
rest in the cooperative environment that prevailed. This productive 
atmosphere continued through the years. When the New Brunswick 
NDP won its first Legislative Assembly seat in 1982 it too became eligible 
for Advisory Committee membership. Over time both the Supervisor 
and the various party representatives have found the Advisory 
Committee a useful vehicle for sharing ideas and information. 

As time went on, many important understandings and definitions 
were arrived at. Means of treating matters that arose, such as volun- 
teered or donated goods and services (New Bruns. Supervisor 1979, 
Schedule 5, 20-21), were dealt with in a generally unpublicized yet 
effective way. In recent years there have been fewer issues to resolve, 
and meetings of the Advisory Committee have become less frequent. 
However, participants continue to value the Advisory Committee as a 
means of keeping in touch with each other and learning about any 
emerging topics. One notable change was made to the Advisory 
Committee’s structure in the aftermath of the complete Liberal sweep 
in the 1987 election. Membership on the Committee was made condi- 
tional on a party’s having contested “at least one-half of all electoral 
districts at the immediately preceding general election.”? This decision 
allowed the Advisory Committee to remain an active multi-party forum. 


Tax Deductibility 

Although the formation of the Advisory Committee proved a durable 
policy approach, this did not prove to be the case for the 1978 rejection 
of tax deductibility. Party fund-raisers on all sides pointed out to their 
partisan colleagues the examples of tax deductibility in other jurisdic- 
tions. Deductibility was cited as a way of increasing support for the 
provincial party system. By 1980, this sort of argument had achieved 
a partial triumph. Provincial Finance Minister Fernard Dube oversaw 
passage of arrangements providing for individuals, but not corpora- 
tions, to receive tax credits based upon political donations. 

Tax credits for corporate donations came in 1981-82. In 1981, there 
was also an increase in the rate set for the per vote payment from $1 per 
vote to $1.30, and the standardization of the contribution ceiling of 
$6 000 for both election and non-election years. These other changes 
are noted, not to diminish the significance of the changing position on 
deductibility, but to illustrate that other components of the regulatory 
framework were also evolving. Like the differing donation standards 
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for election and non-election years, the 1980 decision to allow deductibil- 
ity for individuals and not for corporations did not prove a lasting solu- 
tion. Standardization was welcomed by many because it made the 
overall regulatory regime easier to understand and explain. 

The breadth of the Political Process Financing Act's provisions facil- 
itated both enforcement and compliance. The ongoing year-round sys- 
tem of fund-raising controls, for example, is not seen as something 
applicable to a limited timeframe such as the span of a campaign. The 
apparent good cooperation the Supervisor of Political Financing receives 
from the political parties also facilitates enforcement. 


Campaign Contributions 

Over the sweep of years, several important trends have become visible 
in the response of the parties to the Act’s provisions and the resulting 
regulatory regime. Perhaps most obvious has been the ability of the 
Progressive Conservatives and Liberals to obtain contributions far in 
excess of those received by the New Democratic Party. Summary data 
on contributions received by party and district associations are pro- 
vided in table 4.3. Note, for example, the relatively low level of contri- 
butions received by the NDP in all years reported. 

Another significant trend has been the Liberal party’s successful 
pursuit of individual donors. In this the Liberals showed keen fore- 
sight, quickly perceiving the financing opportunities offered by this 
group of donors. Some key Liberal party activists analysed the financ- 
ing legislation and reasoned that the spirit of the evolving regime would 
move toward openness and greater reliance on individual donors.!° In 


Table 4.3 


Suna of totals of contributions, party and district associations, 1981-87 
onuars 


Conservative Liberal NDP 
1981 264 282 145 155 11 052 
1984 233 895 89 803 32 580 
1985 282 063 467 771 38 719 
1986 300 861 540 439 39 743 
1987 1 084 759 1 726 745 151 876 


poe ok eas See eae eh 57 Se ieee ei ele TL? ae eA ee 
Source: Drawn from “Summary of Contributions, Parties and District Associations” in the Annual 
Reports of the Supervisor of Political Financing 1982-88; Schedule 3, 1982-87 and Schedule 7, 1988. 


Note: Figures are rounded to the nearest dollar. 
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Table 4.4 


Donations to parties and district associations from individuals, selected years 

1981-87 

(dollars) 

Be LL, ETE EE ona es Ce Ce | ee See TY Ee, Cert ee 
1981 1984 1985 1986 1987 

a En eee ee ee ee ae vite 

Progressive Conservatives 


$100 or less 20 362 15 507 21 762 26 443 83 160 
More than $100 37 525 25 375 46 676 41715 198 187 
Total 57 887 40 882 68 438 68 158 281 347 
Liberals 
$100 or less 56 148 21 768 146 141 143 632 255 728 
More than $100 21 277 10 550 105 457 86 956 365 500 
Total 77 425 32 318 251598 230588 621 228 
New Democrats 
$100 or less 6 620 14.917 20 240 22 125 48 526 
More than $100 4418 12 328 15 439 17 518 47 228 


Total 11 038 27 245 35 679 39 643 95 754 


Sources: Drawn from “Summary of Contributions, Parties and District Associations” in the Annual 
Reports of the Supervisor of Political Financing 1982-88; Schedule 3, 1982-87 and Schedule 7, 1988. 


Note: Figures are rounded to the nearest dollar. 


response, they improved direct mailing and began to cultivate indi- 
vidual donors as a target group. The Liberals were far more successful 
as fund-raisers than their competitors (see table 4.4). Note the marked 
growth in donations over time and bear in mind that the Liberals were 
in opposition during all of these years, with the exception of that part 
of 1987 following their autumn election victory. 

From 1985 onward the Liberal party received far more from indi- 
vidual contributors than did the Progressive Conservatives and the New 
Democrats. As table 4.4 illustrates, the most dramatic increase for the 
Liberals came in the form of contributions of $100 or less. As already 
explained, the $100 limit is important in terms of reporting purposes. 
Dividing up the data this way also provides a sense of the expanding 
base of Liberal supporters. Future research into the average size of dif- 
ferent types of contributions is obviously needed, but for the moment 
we can make a few tentative observations. The Liberal party seems to 
have met with significant success in its efforts to increase its base of sup- 
porters. Furthermore, one might infer from the pattern of contributions 
over the years 1985-87 that the Liberal party was able to maintain its 
general supporter base. The general increase in total contributions to 
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the Liberals displayed in table 4.3 would appear to support this obser- 
vation. Thus, what appears to have happened was a noteworthy increase 
in the number of contributors rather than a different mix of contribu- 
tions. Such judgements remain tentative, of course, subject to further 
investigation into the size and distribution of contributions. 

The relative proportions of contributions from the various cate- 
gories of donors are reported in table 4.5. The importance of corporate 
donations to the Liberals and Progressive Conservatives can be read- 
ily seen. The NDP is the political party most reliant on small personal 
contributions (under $100). 

This table clearly illustrates the importance of corporate donations. 
It also shows the low level of financial support for the New Democrats 
by trade unions. Even in 1987, when their contributions constituted 
over a quarter of the total contributions made to the provincial NDP, 
the dollar figures are not large: $2 970 in 1985 and $40 499 in 1987.1! 

The low level of political contributions to provincial parties and 
district associations of all parties from trade unions is the subject of 
ongoing debate. Reference to the annual reports of the Supervisor of 
Political Financing shows that this has been a trend. Under the Political 
Process Financing Act a trade union “that holds bargaining rights for 
employees in the Province”!* to whom the New Brunswick Industrial 
Relations Act and the Canada Labour Code apply, may make political con- 
tributions. The provincial New Democrats regard these provisions as 


Table 4.5 
Relative share of total contributions by party, 1985-87 
(percentages) 
Conservative Liberal NDP 
1985 1986 1987 1985 1986 1987 1985 1986 1987 

Individuals 

$100 or less fel ue Oa ah B12: 200 anaes PA a Me (Mia MAH 

More than $100 165 139 183 Oca el Given ance 39.9 441 314 
Corporations VON UST E TZ8 46.2 57.3" "634 _ 03 16 
Trade unions ~ - 0.2 — - _ PP 26.7 
Donated goods 

and services 0.6 0.2 14 - — 0.6 0.2 — 8.7 


Sources: Drawn from “Summary of Contributions, Parties and District Associations” in the Annual 
Reports of the Supervisor of Political Financing 1982-88; Schedule 3, 1982-87 and Schedule 7, 1988. 


Note: Totals may not equal 100% because of rounding. 
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too restrictive. Their current leader, Elizabeth Weir, has objected to 
them, citing the donations received by the Liberals and Conservatives 
from business concerns “resident outside New Brunswick.” 


In 1983 and 1984, 71 percent of all corporate donations received by 
the Liberal Party and 56 percent of all corporate donations received 
by the Conservative Party originated from outside the province of 
New Brunswick. I think we have a real issue here of influence from 
outside the province on our electoral process and on elections in New 
Brunswick. We have received no corporate donations other than from 
owner-operated businesses; in terms of trade unions, the same rule 
does not apply. A trade union that makes a contribution must have 
a chartered local in the province of New Brunswick. That same restric- 
tion does not exist for corporations. (New Bruns. Standing Committee 
1990; the author’s transcript of their proceedings labels this as part of 
Tape 2) 


Expenditure Practices 
The Office of the Supervisor of Political Financing prepares an annual 
report which provides data on both political fund-raising and expend- 
iture practices. On file at the Office are financial records which are 
available for examination, and the media have used this material peri- 
odically to examine the financial practices of the political parties. 
Evidence of such general openness and media access was apparent in 
coverage during March and April 1986 of material contained in 
Conservative party submissions to the Supervisor. These submissions 
detailed the use of party funds to pay some expenses incurred by the 
party leader, Premier Hatfield. (See, for example, the Daily Gleaner 
1986a; Benteau 1986a, 1986b, 1986c.) Included in these expenses were 
some payments to cover part of the legal fees accumulated by Premier 
Hatfield when he was charged and acquitted of marijuana possession. 
In explaining the decision to use a portion of the party funds for this 
purpose New Brunswick PC Party Executive Director Fred Blair issued 
a statement “to officials of the party” (the Daily Gleaner “Editor’s Note” 
accompanying 1986b) wherein he argued: 


A question has been raised about the propriety of the Party paying 
the legal costs of defending the Premier’s marijuana charge. It is my 
personal belief, shared by many others, that the Premier was placed 
in legal jeopardy as a result of an attempt by persons unknown to 
discredit him as Premier and Leader of our Party. This, and other 
considerations, were taken into account by the Financial Officers of 
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our Party in reaching the decision to finance the legal costs. This action 
falls within the guidelines of the Political Process Financing Act, and 
was cleared in advance by the Supervisor of Political Financing. (Daily 
Gleaner 1986b) 


Mr. Field, Supervisor of Political Financing, reviewed the party 
expenditures and found them in order. Although suggestions of dupli- 
cated expenditures and/or questionable expenses surfaced in the local 
media (Benteau 1986a), Field’s investigation found no significant prob- 
lems. Fredericton’s Daily Gleaner interviewed Field and reported that 
he made this comment: “In each and every instance, I found there was 
an allocation of expenses between the party and the government. 
Everything seems in order” (Benteau 1986c). 

Adherence to the new regime exacted a behavioural change from 
those active in the political process, because it meant increased scrutiny 
and public knowledge of matters long considered private. Topics such 
as financial dealings between party and leader would not likely have 
become a public issue without both adherence to the regulatory regime 
and generally open access to information. 

Compliance has been made easier for the political parties because 
of the provision of public funds. The amounts involved have been quite 
significant. Payments in 1990 were as follows: Progressive Conservatives, 
$254 620; Liberals, $537 810; and NDP, $93 921. As noted earlier, pay- 
ment rates are based on the number of votes cast for a party’s candidates 
at the immediately preceding general election. In 1981, the rate was set 
at $1.30 per vote, and since then it has been allowed to rise in relation 
to increases in the consumer price index. 

Overall, perhaps the most striking results of the Political Process 
Financing Act and the evolving regulatory regime have been increased 
openness and availability of information. Also interesting have been 
the shifts in party financing strategies. The Liberals were the first to 
capitalize on the potential value of improved fund-raising campaigns 
directed toward individuals. Their success has not been lost on their 
competitors. The NDP, however, continue to have difficulty raising dona- 
tions in New Brunswick. 

An important feature of the regulatory regime has been its under- 
lying consistency. The basic framework set out in the 1978 Act has 
remained largely in place. Tax deductibility was added later and there 
have been periodic amendments of donation or expenditure levels 
(Daily Gleaner 1986c), but the basic structure established with the Political 
Process Financing Act has remained functional and productive. 

Debate continues, though, about the regulatory regime’s strengths 
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and weaknesses as various observers have called attention to perceived 
deficiencies. We turn to these voices before venturing a concluding 
summary. 


FUTURE DEBATES —- VOICES OF CHANGE 
Despite the durability of the regulatory regime spawned by the Political 
Process Financing Act, there have been criticisms of the regime’s per- 
ceived limitations. It is worthwhile looking at these before reaching 
some final judgements. 

The New Brunswick New Democratic Party has periodically raised 
calls for amendments to the legislation. The previously mentioned dis- 
content about the provisions for trade unions as opposed to those for 
corporations headquartered outside New Brunswick is only one 
example of NDP complaints. Former NDP Leader George Little spoke 
out, for example, on what he regarded as the need to prevent banks 
from making donations to provincial parties (Fogan 1987). Robert Hall, 
a former New Democrat MLA, also sought legislative amendments. For 
example, in May 1987 he called for changes such as controls on the 
influence “particularly [of] out-of-province corporations,” the setting 
of “minimum penalties for the illegal financing of candidates and par- 
ties” and “extending financial disclosure to leadership campaigns” 
(New Bruns. Leg. Ass. 5 May 1987, 1409). Despite these protestations, 
the NDP was unable to force major changes on these points. 

Another critical observer has been Professor Philippe Doucet of 
l'Université de Moncton. Doucet perceived a dangerous connection 
between the volume of money spent in a constituency and the likelihood 
of electoral victory. “In fact, in 1978, 60 percent of the candidates who 
spent the most money in their constituencies were elected. In 1982, the 
figure was 66 percent” [translation] (Doucet 1986, 35). Doucet cited this 
as evidence of a persistent link between spending and electoral suc- 
cess. While observers may debate the nature of this link, the question 
remains of how far regulation can go to assure equality of electoral 
opportunity. 

In their report A Comparative Survey of Election Finance Legislation 
1988, the Ontario Commission on Electoral Finances queried the ratio 
between the maximum permitted contribution size (then $9 000 a year 
from any one source) and the maximum campaign expenditure limit 
(now $22 000). “Theoretically, a candidate would receive his/her maxi- 
mum funding from two and one-half contributions” (Ontario, 
Commission 1988, 69). While the evidence before the Ontario 
Commission indicated that the New Brunswick reality is one where 
“relatively few contributors contribute the maximum” (ibid.), the authors 
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of their report may have had a point worth considering. In 1990 the 
provincial government endeavoured to lower the per-party ceiling to 
$6 000. The change would be instituted as part of a move to “per-party 
ceilings” rather than all-encompassing “blanket ceilings.” The 
Honourable H. Seamans, the minister then responsible for election 
financing matters, endorsed the idea of such a move for reasons of 
administrative convenience. In the words of Seamans: 


Quite innocently, some of these donors would exceed the limit over- 
all. Someone might give one political party $5 000 and another pollit- 
ical party $5 000. The political parties would receive the money; they 
would check and say, “Yes, it is under the $9 000 total limit; everything 
looks fine.” 

The problem that the Supervisor of Political Financing was run- 
ning into at year-end when the returns came in was that Joe Blow had 
donated a total of $10 000, which exceeded the $9 000 limit in the Act. 
(New Bruns. Standing Committee 1990; the author’s transcript of their 
proceedings labels this as part of Tape 3) 


For reasons to be discussed below the donation ceiling was not 
reduced until 1991. It is now the case that an individual, corporation or 
trade union may contribute not more than $6 000 in a calendar year to 
“each registered political party or to a registered district association 
of that registered political party” and “one registered independent 
candidate”; the maximum yearly permitted contribution from any 
source is $6 000 per party (in an election year, this includes the party’s 
candidates). The 1991 amendments also extended the deadline for 
commencing prosecutions under the Act to two years from one. 

There should be periodic monitoring of the number of donors con- 
tributing the maximum level and of the distribution of such donations 
among ridings, candidates, district associations and/or provincial par- 
ties. Large donations would obviously have more impact at the local con- 
stituency level. Such monitoring would, however, be a complicated 
task, given the number of contributors and the differing party strate- 
gies toward collecting contributions. A key feature of Liberal strategy, 
for example, has been the centralization of collections, and the distri- 
bution of money from provincial headquarters to the various ridings 
and candidates. Meanwhile, the Progressive Conservatives and New 
Democrats are now monitoring the possible potential of direct 
mailings and other such fund-raising tactics. 

Three final aspects of political fund-raising and expenditures which 
deserve mention are political activity at the municipal level, so-called 
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advocacy advertising, and the impact of political financing legislation 
on overall campaign spending. There are few political financing con- 
trols for municipal politics. Advocacy advertising involves advertis- 
ing by groups directed toward policy positions on issues deemed to be 
electorally divisive. This is not covered by the New Brunswick legislation 
and has not become a major provincial issue. Meanwhile, the complete 
nature of the relationship between the political financing legislation 
and the pattern of total campaign period expenditures can only become 
clear with the passage of time and elections. 

Overall, despite the assorted criticisms, the regulatory regime 
spawned by the Political Process Financing Act has proven to be an 
impressive achievement. There is now a salutary openness about the 
whole issue of party financing: much information is now available to 
the public that was once confidential. The Supervisor’s Office produces 
an annual report packed with interesting information, and keeps finan- 
cial records on file that are available to the media and to the general 
public. 

While regulatory regimes are not designed to meet the wishes of 
the regulated, it is important that those regulated feel the regime to be 
fair and reasonable. Political parties in New Brunswick remain sup- 
porters of the essential aims of the Political Process Financing Act and the 
associated regulatory regime. Their record of overall compliance rep- 
resents an important feature of the contemporary political landscape. 

One feature of the regulatory regime which deserves an added note 
is the Advisory Committee. Both participants and close observers have 
applauded the constructive spirit which has marked its deliberations. 
One indicator of the support shown for the Committee by the party 
system can be seen in the short-lived effort of the Honourable 
H. Seamans on behalf of the McKenna government to amend the Political 
Process Financing Act in 1990. The amendments were designed to 
create a per-party ceiling. NDP Leader Weir protested that the proposals 
had not first been reviewed by the Advisory Committee. As a result of 
her request for Advisory Committee discussion the government with- 
drew its proposed legislation. In fact, Premier McKenna and Seamans 
both agreed that such consultation was necessary. McKenna went so 
far as to admit that “the lack of consultation is not defensible” (Dunsmuir 
1990). As already noted, amendments were introduced and passed ami- 
cably in 1991. 

The New Brunswick experience with the Political Process Financing 
Act has been generally positive overall. Party fund-raising is no longer 
shrouded in the mists of cynicism and back rooms. Increased openness, 
generally high levels of compliance, and the development ofa 
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productive multi-party Advisory Committee are all significant products 
of the regulatory regime. 


ABBREVIATIONS 
oh chapter 
Roc, Revised Statutes of Canada 
R.S.N.B. Revised Statutes of New Brunswick 
S. section 
S.N.B. Statutes of New Brunswick 
NOTES 


This study was completed on 10 March 1991. 


The Liberal, Progressive Conservative and New Democratic parties in New 
Brunswick have been very cooperative. Each has provided the author with the 
opportunity to discuss political financing issues with thoughtful and cooper- 
ative representatives of their organization. 


The assistance of Mr. S. Hoyt and Mr. S. Field has also been valuable. Both of 
these individuals kindly shared their experiences in regulating political and 
electoral activity. 


The author also wishes to express his thanks to those other observers who pro- 
vided advice and commentary: Dr. P. Aucoin, Dr. G. Betts, Mr. S. Field, Mr. B. 
Hatfield, Honourable R. Hatfield, Mr. S. Hoyt, Mr. D. Macdonald, Mr. L. Maillet, 
Mr. C. Sargant, Mr. A. Scott, Dr. L. Seidle, Dr. A. Sharp and the two anony- 
mous reviewers who carefully evaluated an earlier draft of this paper. 


1. Robichaud’s major Equal Opportunity initiatives resulted in the transfer 
of a variety of government functions from the local to the provincial level. 
For a description of these initiatives see Young (1987). 


2. The New Brunswick Legislative Library has a folder labelled “Select 
Committee on Electoral Reform” which appears to hold a complete com- 
pilation of all submissions to the Select Committee. The positions of the 
groups referred to in the text are set out on pp. 19, 23, 20, and 37 respec- 
tively. Examples of concerns voiced by individuals can be found in the 
presentations of Jack Keefe (22) or Leon Rideout (6). 


3. Until 1980 the proceedings of the New Brunswick Legislative Assembly 
were recorded in the Synoptic Reports of the Proceedings of the Legislative 
Assembly of New Brunswick. Since 1980 the debates have been recorded in 
the Journal of Debates (Hansard) of the Legislative Assembly of the Province of 
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New Brunswick. For ease of reference, citations from the Legislative 


Assembly proceedings will be referred to as “(New Bruns. Leg. Ass. date, 
page number).” 


4. Fora sense of the general reaction to the purchasing legislation see, for 
example, “Public Tendering Bill Wins Praise,” Telegraph-Journal (1974a). 


5. See reference to this in the exchange between Hatfield and Liberal leader 
Joe Daigle in the Legislative Assembly on 27 June 1978. Note, for example, 
Daigle’s comments on pages 6373-76. 


6. This is from the text below the accompanying news photo. 
7. Bruce Hatfield is a nephew of former Premier Richard Hatfield. 


8. Adapted from “Schedule 4 — Election Expense Analysis 1987 General 
Election” in the Supervisor’s Annual Report for the period 1 April 1987 to 
31 March 1988, p. 18. 


9. An Act to Amend the Political Process Financing Act, assented to 8 December 
1988. See section 1 which amended the pre-existing subsection 20 (2) of 
the Act. 


10. Author interviews with various past and present Liberal party officials 
and activists in Fredericton during August 1990. 


11. Drawn from Schedule 3 in the Annual Report for 1 April 1985 to 31 March 
1986 and Schedule 7 in the Report for 1 April 1987 to 31 March 1988. 


12. See the definition of trade union found in the opening section of the Political 
Process Financing Act. 
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PARTY FINANCING 
IN ALBERTA 
Low-impact 
Legislation 
(/ 


Doreen P. Barrie 


eee POWER IS a prize worth fighting for and, throughout his- 
tory, human beings have sought it through fair means or foul. Until 
recently, the sources of funding for political parties and candidates 
have been shrouded in mystery. The exchange of money between 
contributor and candidate or party was a private transaction that was 
shielded from public scrutiny. Within the last two decades, the veil 
of secrecy has been slowly lifted, shedding light on one of the most 
vital questions in politics: who gets what and from whom?! With the 
staggering increases in campaign costs, parties and candidates must 
now raise vast sums of money. Where this money comes from is of 
some importance. 

The drive for greater openness with respect to finance has gone 
hand in hand with the desire to open the doors of political opportu- 
nity to a broader spectrum of the population. Consequently many juris- 
dictions have introduced public subsidies to candidates, tax rebates to 
contributors and expenditure limits in an attempt to increase partici- 
pation in the political process. In Canada there is a variety of mecha- 
nisms currently in use, from limits on spending and contributions to 
reimbursements to candidates. This study will examine party financ- 
ing in Alberta. 

The genesis of Alberta’s legislation and its major provisions will 
be discussed first. The focus will then shift to the pattern of party financ- 
ing in the province, followed by an examination of the impact of the 
Alberta legislation. The last provincial and federal campaigns will be 
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compared, and the study will conclude with an assessment of Alberta’s 
legislation. The study is based primarily on interviews with elected 
officials at both levels of government, party officials from the three 
major parties, officials from the office of the chief electoral officer and 
former members of the Legislative Assembly. In total about 35 people 
were interviewed. 


GENESIS OF THE LEGISLATION 

The 1975 provincial election was the last that was unfettered by a leg- 
islative framework governing party finance. By that time, legislative 
initiatives were in place nationally and in other parts of the country. 
Quebec had enacted legislation introducing spending limits and sub- 
sidies; Nova Scotia, Manitoba and Saskatchewan had also implemented 
expenditure controls in provincial elections; the federal Election Expenses 
Act was in place; Ontario’s legislation regarding election finances had 
just come into effect (Ontario, Commission on Election Finances 
1988, 34). Thus it could be argued that the “contagion effect” was at 
work when the Alberta caucus first considered legislative measures 
connected with party financing. 

Tom Chambers, one of three Alberta MLAs who studied the matter 
and introduced the bill into the legislature, stated that after the 1975 
election, the Conservative caucus decided “it was time” to look into 
the whole question of financing election campaigns. Dave King, another 
member of the committee, recalled that although then-Premier 
Lougheed’s preference was for minimal statutory intervention, he real- 
ized that the public “expected some statutory paradigm on election 
financing and contributions.”* The question ceased to be whether or 
not there should be legislation, but rather what form it should take. 

Both Chambers and King recalled discussion in caucus regarding 
the desirability of such an initiative, and although they were given no 
directives per se, they were aware of the opinions of their colleagues. 
Caucus members favoured complete disclosure but were not convinced 
of the need for statutory limits on contributions. The consensus from 
caucus discussions also appeared to be that there should be no expend- 
iture limits in election campaigns, nor should candidates be subsidized 
by the public purse. King stressed that although caucus predisposed the 
committee to a particular outlook, there was no admonition against 
other models. It appears that while caucus did not present the com- 
mittee with a detailed road map, it was aware of the preferred route in 
the quest for the best legislation for Alberta. 

Against this backdrop, committee members studied legislation in 
other jurisdictions in Canada as well as initiatives in the United States. 
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Ontario's Election Finances Reform Act was most influential and hence 
it served as the model for Alberta’s legislation. The fruits of the com- 
mittee’s labours, Bill 24, the Election Finances and Contributions Disclosure 
Act (EFCDA), was introduced into the legislature in March 1977 and 
came into effect 1 January 1978. 

Although the Alberta Act was patterned on that of Ontario, there 
were some important exceptions. The Ontario legislation provided for 
a commission to administer the Act (s. 2), limitations on advertising 
expenses (s. 39) and subsidies to candidates (s. 45). Alberta opted to 
require the chief electoral officer (CEO) to administer the EFCDA and 
the Elections Act. The legislation did not impose limitations on spend- 
ing, nor was there any provision for reimbursement of candidates’ 
expenses. According to Dave King, the committee had discussed spend- 
ing limits because they were embedded in some of the legislation the com- 
mittee had examined. However, spending limits were not considered 
seriously because of the perceived difficulty in enforcing the limits. 

In an exchange in the legislature when the Bill was being debated, 
Walter Buck, a Social Credit MLA, raised the question of expenditure 
limits. He expressed concern that it was “now becoming almost a rich 
man’s hobby to be elected to the Legislature or the House of Commons, 
or to be the leader of a major party in this province or this country” 
(Alberta, Leg. Assem. 1977, 1397). In response, Tom Chambers quoted 
from an Ontario royal commission report that recommended no limi- 
tations on spending because of the great difficulties with their enforce- 
ment. The report stated that “the enforcement of spending ceilings 
requires exacting reporting standards and thorough auditing, and 
demands of constituency organizations a competence that few of them 
in fact can be assumed to have” (ibid.).4 Chambers argued that there are 
too many possible loopholes in attempts to impose limits on spending. 

He also pointed out that the 28-day campaign that the province 
had adopted would curtail expenditures without “having to get into 
the onerous and complicated problem of trying to enforce a legislated 
limitation on expenditures” (Alberta, Leg. Assem. 1977, 1397). In an 
interview with the author, Chambers said that the possibility of limit- 
ing certain expenses such as advertising was considered impractical 
and unnecessary. Chambers emphasized that he and his colleagues on 
the committee believed that disclosure of the source of contributions 
and the ceiling on contributions from a single source were by far the 
most important provisions in the legislation. Albertans now have access 
to information that had hitherto been secret and are in a position to 
judge for themselves whether the actions of candidates or contributors 
are questionable. Contribution limits ensure that individuals and/or 
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parties do not become indebted to and therefore unduly influenced by 
a handful of donors.* 

The restriction of contributions to Alberta residents, Alberta cor- 
porations and trade unions was intended to limit outside influence on 
Alberta. It was felt that provincial elections should be funded wholly 
within the province.° 

Alberta’s legislation governing election financing is an accurate 
reflection of the philosophy of its architects. When faced with the need 
to draft legislation, the committee members chose a set of provisions that 
would sit comfortably with their colleagues in caucus. Convinced that 
public scrutiny is the most effective check on politicians, as the next 
section will demonstrate, the Act requires parties and candidates to 
submit to ongoing monitoring of their finances. The premise is that the 
public will be vigilant and any impropriety will be punished at the 
ballot box. 


MAJOR PROVISIONS OF THE LEGISLATION 
This section will focus on the most important sections of the Act rather than 
presenting a detailed discussion of the legislation. The major provisions 
contained in the EFCDA include registration of parties, disposition of sur- 
pluses of funds, sources of and limits on contributions, disclosure of 
sources of larger donations and a system of tax credits for contributions. 


Registration of Parties 

The Act requires registration of political parties for them to be eligible 
to receive contributions. To register a new party, organizers must pro- 
vide the CEO with a list of names, addresses and signatures of eligible 
voters. The minimum number of signatures required to gain status as 
a registered party is 0.3 percent of electors (currently 4 653) eligible to 
vote in the previous general election.® A party can be registered if it 
obtains the required number of signatures. However, although it is then 
eligible to receive contributions, it is not actually required to run can- 
didates in the next election. Patrick Legerwood, Alberta’s CEO, pointed 
out that the Act will probably be amended to compel parties to run 
candidates in elections to maintain their party status. 

The CEO maintains up-to-date records on political parties in the 
province, records that include information on the leader and principal 
officers, especially the chief financial officer. Under the Act such infor- 
mation is replicated at the constituency level. Registrations of parties, 
constituency associations or candidates may be cancelled for non- 
compliance with the Act, if the party no longer qualifies to be regis- 
tered or obtains registration falsely.” 


75 
PARTY FINANCING IN ALBERTA 


Annual financial statements must be sent to the chief electoral 
officer by constituency associations, but parties must file an audited 
financial statement annually. For a campaign period, candidates must 
file financial statements and here again, parties must file an audited 
financial statement. If registration of a party is cancelled, all funds not 
required to pay outstanding debts are held by the chief financial officer 
until the party is re-registered. If the party fails to do so within a year 
of cancellation, funds are transferred to the provincial treasurer. 


Surpluses of Funds 

If a candidate has a surplus after an election campaign, these funds 
may be held in trust until the next election. If the candidate does not run, 
the funds may be disposed of in one of five ways, to a registered party, 
a registered constituency association, a registered candidate, a regis- 
tered Canadian charity or the provincial treasurer. 

Thus the candidate is not obliged to dispose of the funds to either 
the party or the constituency association. Some defeated or retiring 
Conservative candidates have decided to turn surplus money over to 
the party instead of the constituency association as they did not sup- 
port the person who had won the nomination. In some other instances, 
however, funds have been donated to universities for scholarships or 
to charities.8 The CEO commented that the Act would probably be 
amended to eliminate the fourth option. 


Sources of Contributions 

Only residents of Alberta, corporations that carry on business in Alberta, 
and unions that hold bargaining rights for employees in Alberta are eli- 
gible to make political contributions in the province.? In addition, there 
are constraints on the transfer of funds to and from federal parties. A 
provincial party may, during a federal campaign, transfer a maximum 
of $150 to a federal party for each candidate running in the election in 
Alberta. Similarly, the party may accept revenue from a federal party 
only during a campaign period and the total must not exceed in aggre- 
gate $150 per candidate running in the campaign.!° There are no restric- 
tions on intraparty transfers within the province. Such transactions, 
even if they include real or personal property, are not considered con- 
tributions. Despite this provision, the author was given to understand 
that constituencies rarely share their funds with other constituencies. 


Limits on Contributions 
The Alberta legislation limits the size of a contribution from a single 
source, be it an individual, corporation or trade union. It is possible to 
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make an annual contribution and/or contributions in any campaign 
period. The current limits are as follows: 


1. Annually, the limit is $15 000 to a party and $750 to a constituency 
association. Contributions may be made to a maximum of five 
constituency associations, making the aggregate amount $3 750. 

2. In a campaign period, the limit is $30 000 to a party and $1 500 
to a candidate. Contributions may be made to a maximum of five 
candidates, making the aggregate amount $7 500. 


Contributions to the party during an election year must be deducted 
from the amount given to it during a campaign period. In other words, 
if a $15 000 annual contribution has been made, the campaign period 
contribution may not exceed $15 000. Contributions may be made to can- 
didates in addition to annual contributions to constituency associa- 
tions. In an election year, then, the maximum that can be contributed 
by a single contributor is $41 250.1! 

Candidates are not eligible to receive contributions except during 
a campaign period. Conversely, constituency organizations may accept 
contributions at any time except during a campaign period. Candidates 
themselves are bound by contribution limits so it is not possible for 
wealthy candidates to pour money into their own campaigns. 

Non-monetary contributions must be valued at the market value 
of the contribution at the time it is made. For example, the donation of 
professional services or of office space is considered to be a contribu- 
tion under the Act and must be assessed at market value. Payroll deduc- 
tions exceeding $0.15/month contributed to a party, constituency 
association or candidate are also deemed to be contributions. 

Contributions cannot be made through an unincorporated organ- 
ization such as a law firm. Amounts received from such organizations 
are attributable to individuals in that firm and a breakdown as to the 
individual sources and amounts must be provided. 


Disclosure of Funding Sources 

The Act requires disclosure of sources of funding by requiring parties, 
constituency associations and candidates to file returns with the CEO. 
For contributions below $40, only the total amount received needs to 
be recorded. For contributions above that amount, different rules apply. 
If an annual (or campaign period) contribution exceeds $40 but not $375, 
the total amount of such contributions must be recorded and transmit- 
ted to the CEO. The chief financial officer must record the names and 
addresses of contributors but does not have to submit them to the CEO. 
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If a contribution exceeds $375 in a year or a campaign period, the name 
and address of each contributor must be recorded and filed with the 
CEO. The latter publishes this list along with an annual/campaign report. 

Receipts for contributions must be issued by parties, constituency 
associations and candidates. As one copy of the official receipt must be 
submitted to the CEO, that office does in fact have the names and 
addresses of those who contribute less than $375.!2 

The CEO is required to publish a statement of election expenses 
incurred by a candidate in a newspaper circulated in a candidate’s 
riding. 


Tax Credits 

The Alberta legislation provided for a system of tax credits whereby 
contributors receive a tax credit for contributions. The following exam- 
ples illustrate the extent of the tax credit: 


Contribution Tax Credit 
$ 100.00 $ 75.00 
200.00 137.50 
500.00 287.50 
1 000.00 508.00 
1 725.00 750.00 


The maximum tax credit is reached at $1 725. As the foregoing fig- 
ures show, the tax credit system is geared to benefit the small donor. If 
individuals make contributions of $100, in reality it costs them $25, 
making it much easier for the party to approach potential supporters. 
The tax advantage declines with the size of the contribution so that 
whether contributors make contributions of $15 000 or $1 725 to a party, 
they would receive the maximum tax credit of $750. The tax credit 
might motivate contributors of modest amounts, but for large contrib- 
utors there is less tax incentive. In 1988 the total value of tax credits for 
contributions to political parties and constituency associations was 
$2 911 124.13 


PATTERN OF FINANCING 
The pattern of financing of political parties in Alberta is not unlike that 
found at the federal level. Table 5.1 gives a breakdown of contributions 
to the three major parties during the 1989 campaign. 
Table 5.1 shows that the bulk of the revenue obtained by the PCs, 
80 percent of the total, comes from corporate contributions. The 
Liberals, who did not expect to garner even $350 000 to fight the 
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Table 5.1 

Party financing: 1989 election campaign 

(dollars) 

Contribution Progressive Conservative Liberal NDP 

Up to $375 
Individual 104 604 138 603 402 801 
Corporate 40 110 45 073 14 738 
Union — - 3 892 

Over $375 
Individual 137 968 50 316 143 068 
Corporate 982 168 229 486 9579 
Union - — 48 087 

Total 1 264 850 463 478 622 165 


Source: Calculated from Alberta, Chief Electoral Officer (1990). 


election, surpassed that figure.!* Although a large portion of their rev- 
enue came from individuals, 60 percent was contributed by corporations. 
The vast majority of the NDP’s funding, 87 percent, came from indi- 
vidual contributors. Contributions from unions amounted to 8 percent 
and the balance came from corporate donors. 

Since disclosure provisions came into effect and the names of major 
contributors have been published, newspaper reports indicate that the 
Conservatives have received substantial revenue from corporations. 
The Liberals were in financial difficulties until fairly recently but their 
campaign financial statement shows that they are now receiving con- 
tributions from some corporations that also contribute to the 
Conservative party. Funds raised by the New Democrats are more 
widely based with individual contributors providing most of the rev- 
enue. Officials in the NDP commented that the tax credit makes it much 
easier for them to solicit funds from individuals. 

Table 5.2 traces the fund-raising capabilities of the three parties 
during election campaigns since the EFCDA came into effect. It should 
be noted that these figures quoted apply only to moneys raised dur- 
ing campaign periods. 

Table 5.2 illustrates that of the three parties, only NDP revenues dis- 
play a consistent upward trend. The PCs took in less than $1 000 000 
during the 1979 campaign and almost $1.5 million in 1982 — the largest 
amount raised by the party during the four campaigns.) In the fol- 
lowing election, Conservative revenues declined by approximately 
15 percent, and in 1989 registered an increase of less than $20 000. 

No pattern emerges when examining figures for the Liberal party. 
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Table 5.2 


Rune ae in election campaigns: trend since introduction of EFCDA 
ollars 


a ee ee 


Election Progressive Conservative Liberal NDP 

1979 869 847 95 039 51 634 
1982 1 466 208 12090 482 948 
1986 1 245 763 72 311 519 259 
1989 1 264 850 463 478 622 165 


Source: Alberta, Chief Electoral Officer (for years cited). 


While the initial amount is modest compared with that for the PCs, the 
ability of the Liberals to raise money declined sharply between the 1979 
and 1982 elections. In the latter campaign the party raised one-seventh 
of the 1979 figure. Party finances in the 1986 campaign improved vastly, 
but only relative to the previous contest. The 1989 election represents 
a sort of financial “coming of age” for the Liberal party. For the first 
time since disclosure provisions came into force, campaign revenues 
were in the six-digit range, more than six times the 1986 level. The gap 
between the Liberals and the New Democrats is now much narrower. 

As mentioned above, of the three parties, only the NDP has recorded 
ever-increasing revenues. Although the dramatic ninefold increase 
between the 1979 and 1982 elections has not been repeated, gains have 
been registered in every campaign. In 1986 the increase was approxi- 
mately $36 000, and in 1989 the party experienced an improvement of 
some 16 percent on the previous campaign. 

The Liberals improved their fund-raising capabilities considerably 
in the 1989 election, but it would appear that the New Democrats have 
been the major beneficiaries of the party financing legislation in the 
province. Although the amount they now receive is far below that of 
the PCs, it represents a substantial improvement in their fortunes. 

Parties do not raise revenues only during election campaigns, so to 
provide a more complete picture of party revenues, table 5.3 sets out 
the figures provided in annual audited statements for selected years. 
Because parties gear up for elections ahead of time, figures are pro- 
vided for election years and each year before a campaign. To make up 
for deficits incurred during the campaign, parties also attempt to raise 
revenue immediately following the campaign. !¢ 

Table 5.3 illustrates that political parties raise considerable amounts 
around election campaigns. If revenues collected in the pre- and post- 
election periods are considered as being part of campaign revenue, the 
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Table 5.3 

Annual revenues of political parties: selected years 

(dollars) 

Year Progressive Conservative Liberal NDP 
1979 444 001 32 439 165 038 
1982 304 701 56 247 222 210 
1983 927 699 71770 227 933 
1985 943 785 194 991 349 890 
1986 505 118 64 727 410 318 
1988 1 324 687 190 609 348 136 


1989 759 330 263 365 357 967 


Source: Alberta, Chief Electoral Officer (selected years). 


Conservatives amassed $1.2 million, $1.4 million and $2.0 million for 
the 1982, 1986 and 1989 elections respectively. This is in addition to 
funds raised during the campaign period. 

For the Liberals, the corresponding figures are approximately 
$128 000, $260 000 and $454 000 for the three elections. The New 
Democrats accumulated about $450 000, $760 000 and $706 000 for 
the three campaigns. 

If the funds raised during the campaign period are added to these 
figures, for the 1989 election period the PCs collected $3.3 million, the 
Liberals just under $1.0 million and the New Democrats $1.3 million. 


IMPACT OF THE LEGISLATION 


View from the Trenches 

Moving from a regime in which there are no constraints on the type 
and size of contribution to one in which statutory limits are imposed 
naturally requires some adjustment. Although most of the people who 
were interviewed in the course of this study had no experience before 
1978, no one complained that the EFCDA was particularly onerous or 
restrictive. While there were complaints about specific provisions, the 
Act was praised for its simplicity and clarity - watchwords of Alberta’s 
first Chief Electoral Officer, Ken Wark. 


Administration of the Act 
Wark pointed out that simplicity was his goal in setting up his office as 
well as in establishing the administrative regime for everyone who had 
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to comply with the legislation. Unlike Ontario, which had a staff of 132, 
the maximum number of staff members during his tenure was 11 and 
that was pared down to 9 after the enumeration.!” 

Forms provided to parties, candidates and constituency associa- 
tions were explicitly designed to be as straightforward as possible. For 
instance, the return to be filed by candidates following an election cam- 
paign amounts to a simple two-column form detailing income and 
expenditures. While there are no limits on expenditures, candidates 
must document them in part, so that the extent of surplus funds can be 
determined. 

Although the EFCDA does not impose limits on expenditures, pro- 
visions in the Elections Act permit the chief electoral officer to query 
expenditures. The Elections Act prohibits a candidate from making “an 
improper payment” for a number of things like rental of space, equip- 
ment, travel and living expenses, and printing. The candidate must 
show that expenses paid were “fair, reasonable and proper and not in 
excess of what is ordinarily paid for such facilities and goods” (Alberta, 
Elections Act, s. 176). Ken Wark stated that he appealed to candidates 
to use common sense and advised them not to hire their spouses or rel- 
atives at exorbitant rates. He felt they heeded his advice and his expe- 
rience was that chief financial officers were sensible and sensitive.!® 

Wark believes that the EFCDA works well, that the penalties (which 
range from fines to prison terms depending on how serious the infrac- 
tion is) are sufficiently severe to ensure compliance.!? He argues that 
publicity is punishment enough in most cases because negative pub- 
licity — the prospect of having one’s name splashed all over the papers — 
is a strong deterrent. 

The CEO’s office runs workshops for workers to familiarize them 
with the legislation, and the CEO will also speak to party workers at 
conventions on request. Parties also run their own workshops for their 
volunteer campaign workers so they will not violate the legislation. 
However, some people suggested that it would be useful if the CEO’s 
office had a “post mortem” with parties after each election so that prob- 
lems that had cropped up in the campaign could be discussed while 
still fresh in everyone’s mind. 

Volunteers are the lifeblood of political parties and they must be 
handled tactfully. Statutory requirements to maintain records make it 
easier for party officials or workers at the constituency level to keep 
abreast of events without appearing heavy-handed. Thus, from the 
party’s point of view, the enforced record keeping is welcome. Good 
records also enable the party office to keep track of the numerous trans- 
actions that take place, particularly during an election campaign. 
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Individuals who have to comply with the legislation pointed out 
that keeping track of incoming money is a necessity whether it is a legal 
requirement or not. The only difference when there is a legal require- 
ment is that there is the added discipline of knowing that statements 
have to be filed. As the financial statements are very rudimentary, and 
as constituency associations and candidates do not have to submit 
audited financial statements, compliance is not difficult. 

Because the chief financial officer is authorized to issue receipts, 
he or she has to ensure that the contribution does not exceed the limit 
and that the contributor is eligible to make a contribution. In the three 
major parties, receipts are issued by the central party organization. 
Each party charges the candidate and the constituency association a 
“handling fee” for this service; in the Conservative party the charge is 
10 percent, in the Liberal party, 15 percent and in the NDP, 40 percent. 

From conversations with MLAs it became obvious that they did not 
have to concern themselves unduly with complying with the legislation. 
They were aware of limits on contributions and that tax credits are 
available on contributions; but beyond that, in most cases, it was their 
chief financial officer who ensured that nothing was done in violation 
of the Act. 


Impact on the Campaign 

As mentioned, the legislation has had little impact on the way cam- 
paigns are run. There are some constraints on fund-raising events: 
records must be kept of gross income from such functions and a por- 
tion of the charge to individuals is considered a contribution. 

The consensus among those interviewed seemed to be that limits 
on contributions were high enough so that there was little influence on 
campaigns one way or the other.” There were people who felt that no 
limits were necessary as long as full disclosure was a requirement. A 
number of people interviewed pointed out that the tax credit makes it 
easier to solicit funds, with the result that the base of support has been 
broadened. Since candidates must raise most of their own money, the 
provision of tax credits means that they can approach people who might 
not otherwise have contributed. 


COMPARISON: FEDERAL AND PROVINCIAL CONTESTS 
The rules of the game naturally dictate the way it is played as they con- 
dition the behaviour of the players. Federal and provincial political 
contests in Alberta take place under very different conditions. In fed- 
eral election campaigns contestants are governed by the Canada Elections 
Act, which imposes expenditure limits during election campaigns, but 
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does not regulate contributions in any way. In provincial campaigns 
the opposite is true, as candidates are constrained in their fund- 
raising efforts but unfettered with respect to their expenses. Moreover, 
contribution limits are a permanent feature of the provincial political 
landscape, unlike expenditure limits at the federal level, which are 
merely creatures of the writ period. 

The obvious question, then, is how these diametrically opposed 
regimes affect federal and provincial contests. Are provincial parties 
and candidates wildly extravagant because there is no ceiling on their 
expenditures? Are federal parties and candidates in Alberta awash in 
revenue as they are limited only by their ability to solicit funds suc- 
cessfully? In this section an attempt will be made to assess the impact 
of differing rules on federal and provincial elections in Alberta. But 
first a word of caution. 

There is a problem of equivalence. As a federal campaign cannot 
be equated with a provincial campaign, there are limited points of com- 
parison. In the section that follows, an effort has been made to extract 
roughly equivalent information from data published on the 1988 fed- 
eral election campaign and the 1989 provincial election to compare rev- 
enues raised in federal and provincial contests and relative costs of 
such contests. It must be pointed out that the figures in the tables that 
follow pertain to contributions and expenditures at the constituency 
level only. Although political parties raise considerable amounts cen- 
trally, it is not possible from the data available for national elections to 
break out the figures for each province. While the resulting figures in 
tables 5.4 and 5.5 do not tell the whole story, they are at least an accu- 
rate reflection of the position “on the ground,” so to speak. 

Another point that needs to be clarified is that, given the scope of 
this study, it was possible to look at only one election, so what we 
have is a snapshot rather than a trend; but it is nonetheless the most 
recent snapshot. Looking only at the election period also ignores the 
fact that parties gear up for elections before the writ falls.2} In any 
case, limits on expenditures for federal contests are in effect only during 
election campaigns, so a comparison of election periods is the most 
meaningful. 

Table 5.4 is a comparison of contributions received at the con- 
stituency level of the three major parties in provincial and federal elec- 
tions in the province.?? Note first that, at both levels, the Progressive 
Conservatives received more revenue than the other two parties by a 
wide margin. At the provincial level, the Liberals raised only one-third 
as much as the Conservatives, and the NDP raised only one-fifth. In fed- 
eral campaigns the gap is not so wide but it is still considerable, with 
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Table 5.4 ; 
Comparison of contribution levels 
(dollars) 

1988 federal/ 1989 provincial election funds raised at local level* 
Party Progressive Conservative Liberal NDP 
Provincial 2 586 088 850 842 530 908 
Federal 1 168 663 423 087 530 940 


Source: Provincial figures constructed from Alberta, Chief Electoral Officer (1990). Federal figures 
constructed from Canada, Elections Canada (1988). 


*Figures refer to contributions raised by candidates during provincial campaigns and may include 
moneys transferred from the constituency association and from the party. 


the Liberals receiving 36 percent of what the Conservatives did, and 
the NDP about 45 percent. More relevant to the subject of this study is 
whether contribution limits choke off revenue to provincial political 
entities — in this case, candidates. 

The figures, particularly those for the Conservatives, do not sug- 
gest that the contribution limits represent an impediment to fund- 
raising. Albertans went to the polls a scant four months after the federal 
election, but it is obvious that the well had not run dry. Both the provin- 
cial PCs and Liberals were able to raise more than twice as much as 
their federal counterparts. The figure for the NDP is close for both con- 
tests. As the New Democrats depend on individuals for the bulk of 
their funding, it is perhaps not surprising that the provincial candi- 
dates, soliciting funds only a few months after the federal election, were 
unable to raise more revenue. 

It does not appear that the statutory limit on contributions in provin- 
cial campaigns poses much of a problem to the three parties. With no ceil- 
ing on contributions in national campaigns, it would not be unreasonable 
to expect federal candidates to garner a great deal more from contrib- 
utors, especially as their reach is so much wider — 26 federal ridings 
versus 83 provincial constituencies. In addition, it could be expected 
that since federal candidates went to the well first, this might have 
reduced the flow of revenue to provincial hopefuls. Yet this does not 
appear to have happened. From table 5.4 it could be concluded either 
that Albertans are more generous in provincial than in federal campaigns, 
or that the ceiling on contributions is high enough to make little dif- 
ference to fund-raising. 

While there seems to be agreement that the high ceiling on contri- 
butions at the provincial level does not present much hindrance to rais- 
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ing revenue, there may be something else at work too. In election cam- 
paigns it is primarily the candidate who attracts funds at the con- 
stituency level, by virtue of his or her stature in the community. Appeals 
for money go out to the candidate’s network of colleagues, friends and 
family. Thus it could be argued that it is not the size of the constituency 
that increases the flow of funds, but rather the number of candidates 
drawing on their personal networks. While parties are reluctant to 
divulge their strategies, party officials did point out that campaigns 
were expected to be largely self-sufficient. In the NDP they have to be 
entirely self-sufficient. This being the case, the total amount collected 
would depend on the number of personal networks being activated 
rather than the number of people in a given constituency. 

Table 5.5 compares election expenses in provincial and federal cam- 
paigns. Here again the Conservatives outdistanced their rivals. Spending 
by the Liberals in the provincial campaign was only 41 percent of the 
total spent by the Conservatives, and the New Democrats disbursed 30 
percent of the Conservatives’ outlay. Per elector spending in federal 
elections is 87 cents lower than the corresponding figure for provin- 
cial elections.” At first glance it would appear that the 1989 provin- 
cial election was far more costly than the 1988 federal campaign. 
However, this conclusion would be premature: the first point that must 
be borne in mind is that every candidate in an election campaign has 
certain fixed costs for items like signs, office space and telephones. 
Thus, with several candidates running in 83 ridings, the basic campaign 
costs would be considerably higher than that for candidates in 26 rid- 
ings. Another factor that might account for the lower federal figures is 
that these may not be an accurate reflection of the actual campaign 


Table 5.5 
Comparison of expenditure levels 
(dollars) 

1988 federal/1989 provincial elections: constituency-level expenditures* 
Party Progressive Conservative Liberal NDP Spending per elector 
Provincial 1 999 697 810 991 579 369 2.18 
Federal 987 625 479 044 582 231 1.32 


a a a ee 
Source: Provincial figures constructed from Alberta, Chief Electoral Officer (1990). Federal figures 
constructed from Canada, Elections Canada (1988). 


‘Figures refer to contributions raised by candidates during provincial campaigns and may include 
moneys transferred from the constituency association and from the party. 
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expenses. As expenditure limits apply only to the writ period, it is quite 
possible that campaign expenditures were incurred before the writ fell 
and after the writ period had expired (some individuals interviewed 
hinted that this was the case). There being no expenditure limits in provin- 
cial campaigns, candidates would not need to juggle their spending. 

Taking the above points into consideration, it does not appear that 
provincial candidates spend exorbitant amounts on their election cam- 
paigns despite the absence of limits. It would also seem that spending 
limits in federal campaigns in Alberta are adequate for contests in this 
province. 

The foregoing remarks must, however, be qualified, as spending in 
election campaigns is driven by more than the presence or absence of lim- 
its.4 Bill Heald, Executive Director of the Progressive Conservative 
Association of Alberta in Calgary, pointed out in an interview with the 
author in October 1990 that “dogfights cost a lot of money.” Just such a 
dogfight took place in Calgary in 1989 between the Liberal incumbent 
and his Conservative challenger. Kate Thrasher (PC) spent $52 774 to try 
to unseat her rival, and Sheldon Chumir (Liberal) spent $50 792 to fend 
off her challenge (the NDP candidate spent a paltry $1 283 on the contest). 
While on the subject of competitive campaigns, it should be noted that 
until 1986, Conservatives in provincial campaigns faced few serious 
challengers. Now that their stranglehold on power appears to be weak- 
ening, the cost of campaigns may escalate dramatically. 

It is difficult to discern a pattern in spending levels. In other words, 
the rationale for spending large sums is not always clear. In an instance 
like the one cited above, escalating costs may be explained by the need 
to keep up with a rival. However, in many cases (21 out of 83 ridings), 
the differential between one candidate, usually the Conservative can- 
didate, and the closest contender was between $10 000 and $30 000.”° 
The question that requires further research is: Why do some candidates 
spend so much? Is it merely because they have the money or because they 
feel an expensive campaign is a mark of credibility? Marie Laing, NDP 
MLA for an Edmonton constituency, suggested that it reflects poorly on 
candidates if they have insufficient funds to mount a credible campaign 
because the public perception is that they are not serious. This is an 
important point because many campaign workers undoubtedly equate 
financial resources with credibility.76 However, whether most voters are 
impressed by lavish spending is debatable. Being able to afford signs 
and literature to get the message out is a necessity, but it is possible that 
many people would be turned off by apparent profligacy. It is not obvi- 
ous that those involved in campaigns are always clear as to the most 
effective way to translate dollars into votes. 
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Alexander argues that a large part of spending in election cam- 
paigns “is done solely for psychological motives.” He goes on to assert 
that “perhaps half of all spending is wasted — but no one knows which 
half” (1976, 57). While the latter remark may be tongue-in-cheek, it does 
raise some interesting questions regarding campaign expenditures. 

Seidle and Paltiel argue that the spending limit in federal cam- 
paigns “has obliged parties and candidates to assess the potential 
usefulness of certain expenditures and has undoubtedly helped control 
frivolous spending that used to occur as long as funds did not run out” 
(1981, 276-77). While the limits on spending may be restrictive in many 
areas, this does not appear to be the case in Alberta. According to the 
Report of the Chief Electoral Officer (Canada, Elections Canada 1988), in 
only six of the 26 federal ridings did a candidate’s expenses exceed 
90 percent of the limit and in the majority of cases spending was below 
80 percent of the limit. In fact it is quite possible that many candidates 
would have spent considerably less if they were not eligible to obtain 
the rebates. People who had worked in federal campaigns indicated 
that candidates routinely factor rebates into their budgets. It could be 
argued that if the expenditure ceiling is generous, the discipline it 
imposes is negated by the provision of rebates to candidates, encour- 
aging them to spend in the expectation of recovering some of the money. 

This brief and admittedly limited comparison of provincial and 
federal campaigns suggests that statutory limits on contributions and 
expenditures present few impediments to candidates. Alberta’s con- 
tribution limits are generous enough that they do not present serious 
obstacles to individuals. Similarly, the ceiling on expenditures in fed- 
eral campaigns appears to be sufficiently high, at least in Alberta, so 
there is little hindrance to conducting a campaign. It is entirely possi- 
ble that the costs of campaigns in Alberta will escalate when competi- 
tion becomes fiercer, but more than one person interviewed pointed 
out that, whereas in Quebec and Ontario labour must often be bought, 
the spirit of voluntarism is alive and well in Alberta, particularly in 
Calgary. 

Before concluding this section on the federal-provincial compar- 
ison, mention must be made of complaints about the complexity of 
the federal legislation.?” In conversations, two Alberta MPs pointed 
out that the reporting procedure is unnecessarily detailed and ambigu- 
ous. Campaign workers suggested that record keeping is arduous, 
particularly for fairly trivial amounts. The official agent for a federal 
candidate pointed out that the forms for reporting could have been 


greatly simplified.” 
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VIEW OF THE TRENCHES 
One factor that emerged during the course of this study was the vari- 
ety of opinions, even within the same party. Despite having to live with 
party discipline in their official lives, politicians expressed their per- 
sonal opinions freely, and their views were often unexpected.”? 

On the question of disposition of surplus campaign revenue, an 
MLA from the NDP remarked that it was good that a candidate should 
have the freedom to decide this matter because “parties are becoming 
too preponderant.” Opinion was sharply divided on this question (in 
fact, most MLAs were not even aware of the provision in the legislation 
that allowed them to make the decision). Many people from the Liberal 
and Conservative parties believed that contributors were giving money 
to the individual and only incidentally to the party. Tom Chambers 
commented that his colleagues applauded his actions when he set up 
a scholarship for engineers because they had supported him, not nec- 
essarily the party. So far only Conservatives have been placed in the 
happy position of having to dispose of surpluses.*° 

A similar diversity of views was revealed on the issues of whether 
rebates should be provided to candidates and expenditure limits 
imposed on them. While a number of individuals (mostly, but not 
exclusively, Conservatives) were unequivocal in their opposition to 
both, ambivalence was much more common. 

It was revealing that, despite the fact that candidates must become 
members of a cohesive group if elected, they receive surprisingly little 
financial and other support from the central party organization on the 
journey to the legislature. While it is not possible to make a blanket 
statement on this point, given the limited number of people interviewed, 
the impression gained was that parties expect candidates to raise funds 
themselves and to draw on personal networks for volunteers.*! No 
doubt most constituencies have a core of workers who toil in every 
campaign, but only rarely does the party intervene to help in individ- 
ual campaigns. 

It must be difficult for a successful candidate to make the transition 
from a virtually independent, self-sufficient campaigner to an anony- 
mous, docile backbencher in our parliamentary system. It is somewhat 
surprising that there are no apparent consequences of this dissonance 
in roles. 


CONCLUSION 
The study of Alberta’s legislation governing party finance has led the 
writer to conclude that the Act has accomplished what its architects 
set out to achieve: a “statutory paradigm” that inspires public confi- 
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dence without inhibiting the capacity of parties to raise funds.°2 Not only 
does the disclosure requirement permit public scrutiny but it precludes 
the “purchase” of an elected member by a large contributor.33 
Conversely, a ceiling on contributions must be welcomed by large con- 
tributors such as companies bidding on government contracts, which 
might otherwise have felt pressured into greater generosity. As Adamany 
and Agree aptly put it: “Extortion, or practices that differ only in being 
more genteel, are the Janus face of undue influence by contributors” 
(1975; 11). 

Alberta has opted for “low-impact” legislation in its attempts to 
regulate political finance, so the EFCDA has a limited reach. The empha- 
sis is on full disclosure, as the authors of the legislation were pessimistic 
about whether other measures were either appropriate or practical. 

In the judgement of the writer, the disclosure provision imposes a 
very heavy burden, for it was felt by the architects of the legislation 
that by throwing the books open, the ballot box would deliver the nec- 
essary correctives. There are a number of problems with this line of 
thinking. 

In the first place, the decision to vote for a particular party depends 
on a constellation of factors. If the party is the governing party, its record 
surely transcends all else. Second, like justice, disclosure of funding 
sources must be swift to be effective. Consequently, if information on 
the source of campaign funding is to be of use to voters, it must be 
timely. In Alberta and most other jurisdictions, it is not. To learn sev- 
eral months after an election campaign who gave what to whom will 
not change the outcome, nor is it likely to have an impact on the next 
election. Voters will have more recent matters on their minds when 
they mark their ballots. Disclosure during an election campaign, a prac- 
tice that has been adopted for municipal elections in New York City, is 
perhaps the only way in which the information will be used effectively 
by voters (New York City 1988). Such a scheme, however, would place 
an added burden on parties and candidates during a period of frenetic 
activity, and would undoubtedly create enormous difficulties. 

Third, openness assists in maintaining fairness and sunshine is 
indeed “a good disinfectant,” but the sun in this case is very selective — 
it shines only on the office of the chief electoral officer for Alberta. 
Although newspapers carry stories about contributions to parties when- 
ever this information becomes available, it is necessary to journey to 
Edmonton to see the list of contributors. If all Albertans are to have 
reasonable access to financial records of parties and candidates, it would 
be desirable to have parallel sets of records in all the major centres in 
the province. It would also be much more enlightening for the average 
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person if contributions from the various arms of a corporate entity were 
grouped together on the list. Thus one would not need to be an expert 
on corporate holdings to get an accurate picture of the total amount 
contributed by one entity. 

While it is quite true that it is ultimately the electorate that must 
make the judgement, it could be argued that the therapeutic effects of 
disclosure are a trifle overdrawn. 

As to whether expenditure limits and rebates should be consid- 
ered in the province, this writer is as ambivalent as many of the peo- 
ple interviewed. From discussions with those familiar with the federal 
legislation it seems that it is easy to get compliance with the letter of the 
law while confounding its spirit. Rebates and expenditure limits are 
adopted to ensure that a career in politics is attainable even by citizens 
of modest means. However, rebates may themselves be driving up the 
cost of campaigns, straining the public purse and ultimately jeopard- 
izing the very principles that we seek to uphold. As mentioned earlier, 
the Elections Act in Alberta does permit the CEO to monitor expenses 
and if this surveillance function is strengthened, it might eliminate the 
worst abuses. As the cost of advertising is prohibitive and is likely to 
rise even further, a limitation on advertising costs may be appropriate. 

The need to strengthen confidence in the integrity of the electoral 
process and the desire to provide political opportunities to a wider 
cross-section of society are two of the main objectives underlying 
attempts to regulate political finance. How to achieve these goals with- 
out injuring the vitality of other democratic values will continue to 
challenge those who seek to reform methods of financing election 
campaigns. 
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NOTES 


This study was completed in January 1991. 


I would like to express my gratitude to party officials, federal and provincial 
legislators, as well as the current chief electoral officer and his staff and the 
former chief electoral officer, who gave so generously of their time. Their con- 
tribution was invaluable, because they brought to the study the perspective of 
the candidate and the constituency. 


i: 
2 


10. 


With apologies to Harold Lasswell. 


Tom Chambers and Dave King were interviewed by the writer in Edmonton 
in October and December 1990, respectively. 


Chambers called it a “royal commission” but presumably he was refer- 
ring to the Report of the Ontario Commission on the Legislature, which 
studied campaign financing reform in the early 1970s. 


Former Premier Lougheed was convinced that public scrutiny was the 
most effective mechanism to police candidates and contributors alike. The 
legislation reflects this conviction. 


An official with the Progressive Conservative (PC) party commented that 
this is a useful provision as it protects the provincial party from being badg- 
ered by the PC Canada Fund. 


This figure was cited by Patrick Legerwood, Chief Electoral Officer of 
Alberta, in an interview on 18 December 1990. 


Parties may be “de-registered” for failing to file financial statements, for 
instance. 


For example, former MLA Tom Chambers, who is now a professional engi- 
neer, gave his surplus funds totalling roughly $50 000 to the University 
of Alberta to set up a scholarship fund for engineering students. The uni- 
versity matched the funds. 


The Act spells out the definition of “prohibited corporations.” In addition 
to corporations that do not carry out business in the province, these include 
provincial corporations and subsidiaries thereof and “any corporation 
designated by the Lieutenant Governor in Council.” For trade unions, all 
locals of a trade union are deemed to be one trade union. 


The New Democratic Party (NDP), which has an integrated party struc- 
ture across the country, does collect funds for the federal party but provin- 
cial and federal accounts are completely separate. A party official pointed 
out that according to an agreement with the NDP Federal Council, provin- 
cial wings of the NDP are expected to contribute 15 percent of their rev- 
enue to the federal party. As the legislation prohibits this in Alberta, the 
provincial wing must raise this amount separately. This target has never 
been met. 
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Although it is not likely to happen, a single contributor could make this 
maximum donation to a number of parties. 


Although the receipts are not part of the public records, Legerwood stated 
that if there was a compelling reason to make them available, he would do 
so: interview on 18 December 1990. 


Ibid. 


In fact they were so short of funds that then-president Michael Henry 
thought he might have to ask party leader Laurence Decore and his top aide 
to take pay cuts (Edmonton Journal, 28 February 1989). 


As 1982 was Premier Lougheed’s last contest, it is likely that the figure 
reflects this fact. 


Since the 1982 election was held in November, table 5.3 also gives the rev- 
enue raised in the the following year (1983). The other elections were held 
at the beginning of the year so the previous year’s figures are given. 


It should be noted that expenditure limits and subsidies to candidates, 
which are provisions in the Ontario legislation, require a much more com- 
plex administrative structure. It is not possible to monitor expenses and 
administer subsidies effectively without sufficient personnel. Nevertheless, 
as it is possible to complicate even the simplest operation, Wark’s deter- 
mination to “keep it simple” has paid dividends. 


The present CEO stated that he has not had occasion to query expenses 
and in any case, has too little information to go on. However, if there was 
a complaint from someone he would investigate the matter. 


The chief financial officer of one candidate stressed that they took the 
provisions of the legislation very seriously. Since she was responsible for 
ensuring compliance, her laugh was hollow when campaign workers 
joked about the possibility of her going to jail! Two Criminal Code charges 
were laid against Al Iafolla, a Liberal candidate in the 1986 election. Iafolla 
is alleged to have received donations that were not listed in his financial 
record and also to have listed contributors who denied that they had 
contributed to his campaign. The charges (forgery and uttering a forged 
document) were laid in June 1989 (Edmonton Journal, 26 July 1989). In 
April 1991, he was sentenced to one day in jail and fined $7 500 for the two 
charges (Calgary Herald, 10 April 1991). 


Wet 


Comments like “not restrictive,” “generous enough,” and “easy to live 
with,” were commonplace when individuals were referring to the contri- 
bution limit. The author was also told that the pattern of financing for the 
Conservatives had not changed with the introduction of the EFCDA. 


The trend for provincial parties is covered in the previous section on the 
pattern of financing since the EFCDA came into effect. 


A reminder that during a writ period only candidates and the party are eli- 
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gible to receive contributions. The totals for each party were arrived at by 
adding total campaign revenue for the 83 electoral divisions as published 
in the Report of the Chief Electoral Officer. The figure for each constituency 
includes revenue raised by the candidate plus “Other Revenue” which, 
as mentioned above, includes transfers from the constituency association, 
the proceeds from fund-raising events, as well as revenue from the party. 
In the case of provincial NDP candidates, all revenue is shown under the 
heading of “Other Revenue,” as all contributions are channelled through 
the party office. The party issues the receipts, retains 40 percent of each 
contribution, and returns the rest to the candidate — in a non-election 
period — to the constituency association. Consequently, NDP candidates 
receive only 60 cents for every dollar they raise and Mary Kennedy, 
Administrative Secretary of the NDP, said that campaigns are self- 
sufficient. Occasionally the party provides the services of a paid organ- 
izer. In federal campaigns, too, contributions are funnelled through the 
party office and then returned to candidates. In these campaigns candi- 
dates also have to be self-sufficient. 


Michael Henry, Chief of Staff and past President of the Alberta Liberal 
party, explained that his party handles all receipts centrally and charges 
a 15 percent fee. He also said that the party provides services to candi- 
dates in campaigns and gave a total of $12 000 to candidates in targeted, 
winnable ridings. Bill Heald, Executive Director of the Progressive 
Conservative Association of Alberta, mentioned that his party provides 
$1 500 to each candidate during the writ period, plus all signage. Receipts 
are handled centrally in the Conservative party, and a 10 percent fee is 
charged. 


The number of names on the Alberta voters list was 1 557 669 for the 1988 
federal election; it was 1 550 867 for the 1989 provincial election, a differ- 
ence of 6 802, which might account for a small amount of the difference. 


In any case it is often fairly simple to get around the law. It is not very dif- 
ficult to overcome the limit on contributions: individuals who want to con- 
tribute more than the $1 500 limit to a candidate can get friends and relatives 
to contribute $1 500 each. As they would get the tax credit for the trans- 
action it is to their benefit. As mentioned earlier, in federal campaigns it 
is possible to spend money in advance of a campaign period or to postpone 
payment until after it, thus circumventing the expenditure limits. 


The biggest spenders were usually the PCs and in four ridings, including 
Premier Getty’s, their bids were unsuccessful. 


While this is not to suggest that Mrs. Laing meant that it was necessary to 
run an extravagant campaign, extravagance is relative. 


Although there was criticism of record-keeping requirements in the fed- 
eral legislation, MP Harvie Andre’s campaign manager told the author that 
once an individual becomes familiar with the requirements and the task 
becomes routine, the exercise is not much of a problem. 
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28. She pointed out that if the forms were sent to those who actually filled 
them out, it would result in a number of useful suggestions for stream- 
lining them (interview with Penny Stone, Chief Financial Officer for MLA 
Marie Laing). 


29. Alberta’s Minister of Consumer and Corporate Affairs has a self-imposed 
limit of $500 on contributions. He told the author that when he was first 
elected not many large contributions were forthcoming. However, the 
situation has since changed and in accordance with his policy, he must 
now turn down some contributions. 


30. The party itself would prefer to see the revenue remain in the hands of 
either the central party or the constituency association. It is quite possible, 
then, that charitable causes will soon be ineligible to receive surplus funds. 


31. Information on election strategies is hard to come by. For example, it is 
almost certain that some ridings are targeted and receive injections of 
money and volunteers. Yet the author got the impression that parties 
would discuss the matter only in the most general terms. 


32. In fact, by broadening the base of support through the provision of a tax 
credit, the number of people making modest contributions to all parties has 
likely increased considerably. 


33. This point was made so often that the author must assume that large 
contributors did, in fact, try to control politicians. 


34. This comment is contained in the submission of Edward R.R. Carruthers 
to this Royal Commission. He expressed similar sentiments in a conver- 
sation with the author. 
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